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The Seven and the Six 


By ironic chance Dr Adenauer’s 
visit to Britain last month, in which 
the possibility of healing the breach 
between the six common market 
countries and the rest of western 
Europe was discussed at some length, 
coincided with the departure of the 
Chancellor of the Exchequer and 
the President of the Board of ‘Trade 
for Stockholm to initial the conven- 
tion establishing a free trade area of 
the “ Outer Seven”. The conven- 
tion was duly initialled—after some 
delicate negotiations between Britain 
and Norway about the treatment of 
frozen fish fillets, which Norway 
claimed should be classified as an 
‘industrial product ”’ and thus with- 
in the terms of the convention. It 
was finally agreed that they should 
be so classified but that Britain 
could impose an annual import quota 
of 24,000 tons for a_ provisional 
period of ten years. ‘The convention 
has now to be ratified by the parlia- 
ments of the seven countries—by 
March 31. 

Its broad lines follow quite closely 
those of the draft plan published last 
July: tariff and quota restrictions on 
trade in industrial products among 
the Seven (Britain, Norway, Sweden, 
Denmark, Switzerland, Austria and 
Portugal) will be removed progres- 
sively over the years to 1970; the 
first tariff cut, of 20 per cent, will 
take effect on July 1 next. Much of 
the convention is concerned with the 
vexed question of origin: goods 
wholly produced within the area, or 


processed within the area, or at least 
half of whose value is made of 
materials produced within the area 
will qualify for full treatment. 

No decision was taken at Stock- 
holm on the location of the head- 
quarters of the governing council for 
the area. Most delegates appeared to 
favour Paris, partly because it would 
be equally convenient for all mem- 
bers but more particularly because 
it is the headquarters of the Organi- 
zation for European Economic Co- 
operation. The choice of Paris 
would be a welcome gesture, indica- 
ting that the Seven were not seeking 
to establish an exclusive trading 
club but were anxious, whenever the 
opportunity presented itself, to re- 
open negotiations for a free trade 
area embracing the whole of western 
Europe. 


‘“¢ Disquieting ’’ Boom ? 

Stock markets remained very 
active last month: the Financial 
Times equity index, which had 
crossed the 300 mark on October 30, 
was carried to 309.6 on November 12 
but in the following week the 
atmosphere was decidedly cooler. 
The election honeymoon was over: 
its end was signalled by the Gover- 
nor’s reference at the Lord Mayor’s 
Dinner (in a speech reproduced on 
pages 760 and 761) to “ the marked 
and sometimes slightly disquieting 
boom in equity prices ’’. In the fol- 
lowing week the unchanged dividend 
from the South Durham Steel Com- 
pany reminded investors of the 
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market implications of the Chan- 
cellor’s recent pleas for price reduc- 
tions and in particular of his words 
in the Debate on the Address: 

“‘T ask businessmen, first, to 
continue to give an absolute pri- 
ority to export business, whether 
that is immediately the most 
profitable course or not... I ask 
them also to use any increases in 


profits for two purposes: for 
strengthening their business 
through investment . . . and for 
reduction in prices to. their 


customers ”’. 
These exhortations combined with 
some signs that the rise in retail 
sales was beginning to slacken to 
make markets more cautious. 

Gilt-edged continued to attract 
investors wary of the very low yields 
currently returned by many leading 
equities. ‘They weakened slightly in 
the middle of the month, however, in 
response to rising money rates over- 
seas (following the rise in the Bundes- 
bank’s discount rate, the Dutch Bank 
rate was increased from 2? per cent 
to 3} per cent) and to the heavy 
borrowing demands confronting the 
market (concrete evidence of which 
was provided last month by the issue 
of £12 millions of 54 per cent stock 
1978-80 at 984 by Hertfordshire 
County Council). Undated stocks 
also showed some disappointment 
at the Chancellor’s rebuff to pleas 
for a “ date’ or some other assur- 
ance of redemption for War Loan. 


New Bank Notes 

Early in the new year the Bank 
of England will introduce a new {1 
note; this will be followed in 1961 
by a new 10s note and, as soon as 
possible thereafter, by new {£5 and 
£10 notes. The 10s and {1 notes 
will be of identical size, smaller than 
the present {1 note but of the same 
length, measuring roughly 243 by 
542 inches. The £5 and £10 notes 


will be the same size as the present {1 
note (3% by 54% inches). The 
redesigned notes will be of distinctive 
colours and each will incorporate a 
portrait of the Queen. 


Sterling Feels the Pull 


Sterling came under some un- 
seasonal pressure in the early part of 
last month and the spot rate on New 
York slipped to $2.804, at which 
point the authorities appear to have 
offered a steadying hand. It rallied 
later, but slipped back again in the 
closing days of the month. The 
weakness appears to have been 
attributable to the pull of higher 
money rates overseas—rates in New 
York, Frankfurt and Amsterdam 
have all risen recently. 

This pull may also largely explain 
the rather disappointing gold return 
for October, when the true net gain 
was about $9 millions. The reserves 
in fact fell by $260 millions, to 
$3,024 millions, but this was more 
than accounted for by the repayment 
of the $250 millions credit (plus $5 
millions of interest) drawn in October 
1957 from the Export-Import Bank 
and by the payment of $11 millions 
to EPU creditors and $3 millions to 
the European Fund. ‘The significance 
of the advance repayment of the 
Ex-Im credit is discussed in our 
opening article. 

Certainly the evidence of the latest 
trade returns suggests that the small- 
ness of the net gain in October was 
attributable either to an outflow of 
foreign funds or, perhaps, to further 
drawings on the central reserves by 
overseas sterling countries for the 
gold portion of their increased sub- 
scriptions to the International Mone- 
tary Fund. ‘The trade figures for 
October, in the new _ seasonally 
adjusted form, showed exports £25 
millions higher than in September at 
£303 millions (a new peak), re- 
exports {1 million higher at {14 
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millions and imports £16 millions 
higher at £354 millions. The trade 
gap (between imports valued c.1.f. 
and exports and re-exports valued 
f.o.b.) was thus £37 millions com- 
pared with an average monthly rate of 
£44 millions in the third quarter. 
The value of UK exports in the 
three months August-October, again 
on a seasonally adjusted basis, was 34 
per cent greater than in the preced- 
ing three months while the value of 
imports was 4 per cent greater. 


Radcliffe in Parliament 


The first detailed statement of 
the Government’s views on the 
Radcliffe Report was due to be made 
by the Chancellor of the Exchequer 
in the Commons debate at end- 
November, while this issue of The 
Banker was being passed for press.* 
In the House of Lords a fortnight 
previously the Government spokes- 
man, Lord Dundee, had accordingly 
to stick to rather non-committal 
generalities, so that the debate then 
was wholly focused on appraisal of 
the Report—with its highlight, per- 
haps, in the maiden speech from 
the new life-peer Lord Robbins. 
The discussion provided a new crop 
of complaints about the obscurities 
in the Report, with Lord Beveridge 
going so far as to say that he had 
found it impossible to read it; but 
there seemed broad agreement with 
Lord Robbins’s interpretation of the 
Committee’s attitude—‘* They be- 





* The Chancellor said that in his opinion 
the Committee had underestimated the part 
that can be played by monetary policy in 
keeping the economy in balance. He ac- 
cepted the Committee’s view that the 
Government must bear the ultimate re- 
sponsibility for monetary policy and agreed 
that it might be desirable to make that 
responsibility more explicit, notably in the 
fixing of Bank rate. He rejected the Com- 
mittee’s proposal for a special standing 
committee on monetary policy and also the 
proposal that local authorities should be 
given unconditional access to the Public 


Works Loan Board. 


lieve in monetary policy, but they 
do not believe in it very much”. 

Not surprisingly, Lord Pethick- 
Lawrence, who opened the debate, 
Lord Pakenham, and also Lord 
Boothby showed sympathy for this 
attitude, but Lord Robbins found it 
perplexing and unconvincing. In 
judging the effectiveness of mone- 
tary policy and of changes in interest 
rates, the Committee, he thought, 
had paid too much attention to the 
evidence of individual businessmen 
upon the effects of “‘small fumblings 
in the neighbourhood of 4 per 
cent’’ at a time of brisk inflation, and 
too little attention to the lessons of 
the “ broad run of history”. He 
directed attention, in particular, to 
the contrast between the results of 
the timid and confused policies of 
1954-55 and those of the forthright 
policy of 1957—and was here in 
interesting agreement with the most 
important comment on the Report 
that has yet come from any authori- 
tative observer overseas. (Mr Robert 
Roosa, writing in the current 
issue of Lloyds Bank Review, re- 
marks upon the “ split personality ”’ 
of the Radcliffe Committee and 
observes that its negative side has 
come out on top in the appraisal of 
“the great events of autumn 1957, 
when the British authorities took 
steps which many outside observers 
consider the most emphatic demon- 
stration of the power and usefulness 
of monetary policy and the interest 
rate weapon since the war’’.) On 
what he called the “ curious repu- 
diation’”’ of the money supply con- 
cept, Lord Robbins expressed a 
view now becoming fairly general 
among the comments of economists 
on the Report—that, while no econo- 
mist since the seventeenth century 
has regarded money supply as the 
sole relevant influence, it is of special 
significance as one of the influences 
that can be controlled. An important 
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statement of the same general line of 
argument has come from Sir Dennis 
Robertson, in his intriguing ““Squeak 
from Aunt Sally’, on page 718 of 
this issue. ‘The debate produced a 
notable plea from Lord Pakenham 
for efforts to disperse the ‘‘ mutual 
suspicion’ that lies between the 
Labour party and the City. 


Deposits at New Peak 


The uptrend of bank deposits 
steepened still further in the five 
weeks to the October make-up. Net 
deposits rose by £147 millions, to 
the new peak of £6,869 millions; this 
contrasts with increases of £65 mil- 
lions in each of the corresponding 
(four-week) periods of the previous 


Oct 21, Change on 
1959 Month Year 
{mn {mn {mn 
Deposits .. 7208.8 +170.3 +464.2 
“Net” tee east + 146.6 ~ 428.2 
r 6766.1T + 148.6 -+420.4 
Liquid i 4 
Assets 2477.2 (34.4) +137.7 +-235.5 
Cash 588.8 (8.2) + 16.6 + 40.0 
Call money 482.2 (6.7) + 2.7 + 63.5 
Treas bills.. 1271.5 (17.6) +114.1 + 98.4 
Other bills.. 134.7 (1.9) + 4.3 + 33.6 
‘é Risk bP 
Assets 4532.0 (62.9) 5.3 +257.4 
Investments 1729.1 (24.0) — 60.4 -—464.1 
Advances§$.. 2802.9 (38.9) + 65.7 +721.5 
State Bds 74.4 12 - 4.9 
JS 2728.5 + 64.6 +-726.4 
All other 9 2641.9| 66.1 +-721.0 


* Excluding items in course of collection. 

+ Excluding all transit items as well. 

} Ratio of assets to gross deposits. 

§ Official total minus Lloyds Bank transit 
item. 

|| Excluding transit items. 


two years and is much the biggest 
leap ever experienced at this season. 
Lloyds Bank’s seasonally-corrected 
index jumped by no less than 1.4 
to 118.6, following its full-point rise 
in the previous month; it has risen 
almost six points since May. Once 
again, a major factor in the credit 
expansion was the growth in the 
banks’ liquid assets, reflecting the 


financing needs of the public sector 
of the economy; these assets rose by 
nearly £138 millions, compared with 
their rise of only £20 millions in 
the similar period last year and £86 
millions two years previously. 

On this occasion, however, the 
needs of the central government 
were swollen by repayment at 
maturity in mid-October of the un- 
converted portion of the 3 per cent 
War Loan. A substantial part of 
this repayment was made, indeed, 
direct to the banks, two of which 
(the Midland and National Provin- 
cial) evidently carried considerable 
amounts to maturity, with the result 
that aggregate investment portfolios 
of the clearing banks declined by 
£60 millions. ‘This decline, how- 
ever, was still not quite sufficient to 
finance the month’s increase in 
advances; this accelerated to [66 
millions, and the average weekly 
“true”’ increase in lendings to the 
private sector was {13 millions, 
compared with £74 millions in the 
preceding period. This is the highest 
weekly average since midsummer. 
Incidentally, the rate of growth of 
HP debt has also speeded up again; 
September’s rise was £28 millions. 


The Bank’s Information 
Department 


The Bank of England has accepted 
in principle the Radcliffe Com- 
mittee’s proposals that it should go 
further and faster in the assembly 
and especially in the publication of 
information, and in explaining its 
activities. It has already promised to 
improve and extend its annual report, 
and it expects to supplement that 
‘in due course’ with some other 
publication, whether quarterly or 
occasional, or both. In preparation 
for its additional work in _ these 
spheres it has now carried through 
an internal streamlining that had 
been under consideration for some 
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time. It established last month a 
Central Banking Information De- 
partment, by a merger of its Overseas 
Department (concerned with the 
Bank’s_ relationships with central 
banks overseas and with the flow of 
information from them) with its 
Statistics Office, thus bringing to- 
gether the sections most closely 
concerned with home and overseas 
intelligence. 

The functions of the new depart- 
ment, headed by Mr G. M. Watson, 
the former chief of the Overseas 
Department, will be distinct from 
those of the Bank’s principal eco- 
nomist, Mr Maurice Allen, who re- 
mains in his capacity of one of the 
Advisers to the Governors. One of 
the deputy-chiefs of the new depart- 
ment will be, however, Mr Allen’s 
former assistant, Mr J. S. Fforde; 
the other deputies are Mr J. B. 
Selwyn (from Statistics) and Mr 
R. E. Heasman (from Overseas). 


Martins’ Rights Issue 


Martins Bank, the only one of the 
Big Seven banks that had not raised 
new capital since the ending of the 
CIC control opened the door last 
February, is to do so early in the 
new year. Shareholders registered 
on January 1, 1960, will be offered 
the right to subscribe for one new 
5s share for every two then held. 
The offer price is 7s. At the price 
of 25s current on the eve of the 
announcement, the rights were thus 
worth 6s. The issue will bring the 
bank’s paid-up capital, which was 
increased by a one-for-four capitali- 
zation of reserves in January, to 
almost £9.9 millions and total dis- 
closed resources to over {17} mil- 
lions, representing 5.1 per cent of 
gross deposits as at December 31, 
1958. This ratio compares with 
3.3 per cent prior to the two issues 
and is comfortably higher than that 
shown by any other of the seven 


banks. The directors expect to 
follow the final dividend of 8 per 
cent on the existing capital (an 
interim of 8 per cent was paid in 
July) with interim and final dividends 
for 1960 of not less than 63 per 
cent on the enlarged capital. 

The {4.6 millions proceeds that 
will come from this issue will bring 
the total new cash raised by the 
Big Seven banks since the capital 
issues control ended to £50.2 mil- 
lions, increasing their aggregate dis- 
closed capital resources to some 
£262.7 millions. 


Discount Houses to Merge ? 
Two medium-sized houses in the 
London discount market are examin- 
ing the possibilities of amalgamation, 
and if a satisfactory basis can be 
worked out, proposals will be sub- 
mitted to the shareholders of the 
two companies with a view to com- 
pleting the merger during the spring 
of 1960. ‘The houses involved are 
Cater, Brightwen & Co Ltd and 
Ryders Discount Co Ltd, both of 
which were founded in the early 
years of the present century, though 
one of the several firms absorbed 
by Cater & Co during the 1930s 
dated from early in the nineteenth 
century. ‘These houses at present 
rank fourth and fifth in the hierarchy 
of the twelve houses that comprise 
the London Discount Market Asso- 
ciation, and a merger would give 
the new house command of true 
capital resources exceeding {7 mil- 
lions, putting it in third place, 
ranking only after the Union and 
National discount companies. In 
terms of size of portfolios, however, 
the new house would probably have 
only a narrow lead over Alexanders, 
which at present occupies third 
place (a misleading impression of 
relative size is given by the latest 
balance sheets, which showed Cater’s 
total book at £89 millions last April, 
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Ryders’ at £79 millions last May 
and Alexanders’ at £123 millions 
last December). 

One consideration that lies behind 
the negotiations is believed to be 
the desirability of achieving a wider 
spread of the work of management 
and direction at the top levels, and 
also, on a somewhat longer view, 
an age distribution that will ensure 
the best continuity at those levels. 
Another aim is to increase the scope 
for jobbing in the short bond mar- 
ket, by providing a “ jobbing fund ”’ 
big enough to justify more active 
business of this character. Some 
houses draw a rather sharp distinc- 
tion between their investment and 
their jobbing activities in the bond 
market, and regard their jobbing 
fund as the residual resources (if 
any) available after their portfolio 
needs have been met. In any case, 
large units are better suited to bond 
business than small ones, and since 
there is unquestionably need for 
improvement in the jobbing me- 
chanism, it is conceivable that other 
projects for mergers may take shape. 
Within limits, such a movement 
would almost certainly command 
the approval of the monetary authori- 
ties—but there is no reason to sup- 
pose that they are following earlier 
precedents in seeking to instigate it. 


Improving Credit Transfers 


The first consequence of the 
clearing banks’ re-examination, re- 
ported in The Banker last August, 
of the facilities for transmission of 
payments will be an extension of the 
so-called ‘‘ traders’ credit ’’ system, 
whereby a person having a number 
of payments to make simultaneously 
can arrange for his creditors to be 
paid by credit to their banking ac- 
counts. After considering, in the 
light of the recommendations of the 
Radcliffe Committee, the ‘“‘ exhaus- 
tive report’ prepared by their own 


sub-committee, the clearing banks 
are now engaged on a “special 
study’ to enable them to launch 
the extended credit transfer system 
in a few months’ time. The traders’ 
credit system is, of course, available 
only to customers of the banks, but 
the ultimate aim is to provide com- 
parable credit transfer facilities also 
for non-customers; at present such 
facilities are provided in _ special 
cases—notably in the receipt in cash 
of periodic payments to hire-pur- 
chase finance houses, building so- 
cieties, etc. ‘The total number of 
all forms of credit transfers is now 
estimated at about 150 millions a 
year, compared with 800 millions 
of paid cheques a year. Plainly 
there is need for the investigation, 
on which the banks have now em- 
barked, of the possibilities of im- 
proving the mechanism for inter- 
bank settlements of this now massive 
flow of credit items. 


Eastern Bank Bid 


The process of consolidating 
British eastern exchange banking 
has been taken a step further by the 
announcement that the boards of 
the Hongkong & Shanghai Bank- 
ing Corporation and the British 
Bank of the Middle East have agreed 
terms whereby the former will bid 
for the capital. of the latter. The 
basis of the deal is to be one Hong- 
kong & Shanghai share for every 
fourteen BBME shares, or 77s 6d 
cash for each BBME share. At the 
time of the announcement BBME 
shares were standing at 58s; they 
have since risen to around 80s, which 
may be taken as a measure of the 
stock market’s approval of the terms. 

The wider significance of the 
transaction, however, is that, if and 
when completed, it will give the 
Hongkong & Shanghai Bank a 
major interest in two other im- 
portant exchange banks: earlier this 
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year, it will be recalled, the bank 
acquired the entire shareholding in 
the Mercantile Bank; its acquisition of 
the British Bank of the Middle East 
would give it a 49 per cent stake 
in the recently-formed Bank of Iran 
& the Middle East. 

Presumably, the Hongkong’s bid 
for the British Bank of the Middle 
East is to be regarded purely as an 
investment: the two banks operate 
in widely separated parts of the 
eastern hemisphere and only in India 
(where in 1953 the BBME took over 
two branches of the Nationale Han- 
delsbank NV) do they overlap at all. 
Thus there would seem to be little 
scope for the merging of offices or 
other organizational streamlining. 

The Hongkong & Shanghai 
Banking Corporation, which was 
founded in 1865, had its genesis in 
the desire of European businessmen 
in the Far East for a bank of their 
own, capitalized and controlled on 
the spot, to meet the special needs 
of the China trade, which had 
hitherto been served by the branch 
offices of banks with headquarters 
in London or India whose primary 
object was to finance the movement 
of Indian trade. The wheel has 
now come full circle: the Hongkong 


Bank is diversifying its interests and 
in doing so is turning its eyes home- 
wards. Its investments include a 
one-third interest in Bowmaker CA, 
incorporated in 1956 to operate in 
Central Africa. 


‘Term ’’ Loans for Small 
Business 


The Midland Bank, which was 
quick to implement the Radcliffe 
Committee’s suggestion that the 
banks should offer ‘“‘ term” loans 
for agriculture, is now equally match- 
ing the Committee’s recommenda- 
tion of similar facilities for small 
businesses. ‘These loans, generally 
for amounts not exceeding £10,000, 
are available to industrial and com- 
mercial customers for three to five 
years for the purchase of plant and 
equipment, according to the life of 
the asset, and up to ten years (and 
possibly longer) for the acquisition 
of business premises. Repayments 
will be by equal half-yearly instal- 
ments, including principal and in- 
terest spread over the life of the 
loan; and the outstanding capital 
will become repayable on demand 
only in the event of default on these 
instalments. ‘This is in contrast with 
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the normal bank overdraft, which is 
technically repayable on demand at 
any time, and also differs from the 
Midland’s term loans for agriculture, 
since these, available for periods up 
to twenty years, become repayable if 
there is evidence that the farmer 
is not farming successfully. 

The new unconditional term loans 
cost 1 per cent more than a bank 
overdraft for customers of this type 
—being charged at 2 per cent over 
Bank rate, minimum 6 per cent (1.e. 
this is the present charge). It re- 
mains to be seen whether many 
customers will find the surcharge 
worth while, since in practice, as 
the Radcliffe Committee recognized, 
the “on demand” overdrafts run 
freely on to finance capital acqui- 
sitions of precisely the same kind, 
and no banker would unreasonably 
call in such advances. 


Scottish Banks’ Profits 


The season of banking results and 
dividends opened with a bang last 
month, when two Scottish banks 
announced increases in their divi- 
dends and when one of them—the 
British Linen Bank—-showed an in- 
crease of no less than 37 per cent in 
its published profit—to £391,688, 
compared with {£286,529 in 1957-58. 
It may be that the British Linen is 
this year bringing a bigger propor- 
tion of its earnings into the shop- 
window, thus to mark the first 
year’s trading since the ending of 
what the chairman, Lord Airlie, calls 
the “‘ siege economy ’”’. He made it 
clear that the bank has had a very 
good year, benefiting from the lower 
structure of interest rates (always of 
advantage to the Scots banks, with 
their relatively high proportion of 
time deposits), from an increase in 
deposits by nearly 9 per cent and in 
advances by 235 per cent. The 
major part of the new advances went 
to industrial, commercial and agri- 
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cultural customers, but the chair- 
man noted that industrial recovery 
in Scotland is in general lagging 
some four months behind that in the 
rest of the country. The dividend 
was raised from 18 to 20 per cent, 
but this absorbed only a modest part 
of the profits increase, permitting 
substantially enlarged allocations to 
the staff pension fund and con- 
tingencies (from this latter fund 
£250,000 has been released to pub- 
lished reserves). 

The other announcement came 
from the National Commercial Bank 
of Scotland, the newly-merged insti- 
tution that came into being at mid- 
September. This bank, which has an 
exceptionally large stake in_hire- 
purchase, declared a final dividend of 
14 per cent for the year to end- 
October, compared with 9 per cent 
foreshadowed earlier in the year; 
each of the constituent banks had 
paid interims of 6 per cent. The 
aggressive policy that has manifested 
itself in recent years is to be backed 
by additional capital : an issue that 
will bring in roughly £7 millions is 
being made by offering new 10s 
shares as one-for-two rights at 25s. 


British Banks in New York 

The “Three Banks” group, includ- 
ing the Royal Bank of Scotland and 
its English subsidiaries, Williams 
Deacon’s Bank and Glyn, Mills & 
Co., will next month open a “‘repre- 
sentative’ office in New York. At 
present no Scottish bank and no 
clearing bank other than the “Big 
Five” banks is thus represented. In 
the past, apart from the Big Five, it 
has been the British overseas banks 
that have found the need for such 
direct representation: — Barclays 
(DCO), the Chartered Bank, Bank of 
London and South America, the 
Hongkong and Shanghai Bank, 
and the Mercantile Bank all have 
New York offices. 


Defending the Dollar 


HE resumption of work in the American steel industry—at least 

for a period of eighty days—-has turned attention once more to the 

longer-term problems of the American economy. Significantly, 

the return of the steel-workers in the middle of last month was 
followed by a jump of } per cent in the US Treasury bill rate to a new peak 
of 4.332 per cent, a jump that signalled in unmistakable terms that the 
pace of expansion in coming months was likely to be appreciably quickened 
by the drive to rebuild inventories. Between June and October, as inven- 
tories of steel were run down and the shortage became more acute, industrial 
production (as measured by the Federal Reserve Board’s index) slipped to 
147 from the peak of 155 established in June—a peak no less than 29 points 
above the ‘“‘ low ”’ of the recession, in April, 1958. Admittedly, much of 
the rapid rise in production in the second quarter of this year was attri- 
butable to the laying in of stocks in anticipation of the strike; but since 
these anticipations were fulfilled it seems likely that production, unless 
further interrupted by strikes, will quickly resume its upward path. Thus 
the problems of inflation, which had been temporarily pushed into the 
background, have reappeared in perhaps even more formidable form. 
These problems, it has been asserted, are psychological rather than 
real. In a sense this may be true; but the inflationary psychosis of 
the American public has persisted for so long that it is probably better 
regarded as one of the facts of the situation. In that sense the problem 
of restoring confidence in the dollar, both abroad and at home, is real 
enough. It has been all too well publicized in the past year. But the 
successes that the American authorities have had in tackling it have been 
far less publicized. If the dollar looks stronger to-day than it did six 
months ago this is due not to any autonomous change in internal or external 
conditions but to the fact that the authorities have at least partially suc- 
ceeded in reasserting their grip on the economy. 

Their success 1s far from complete; but at least the rot appears to have 
been stopped and perhaps also the basis laid for a gradual recovery of con- 
fidence in the dollar. The crucial test will be the behaviour of the bond 
market in coming months. In the past year the strains of economic expansion 

real and psychological—-have been concentrated upon that market. A 
substantial part of the increased demand for credit brought about by rising 
industrial activity has been financed by sales of Government bonds by the 
banks: in the twelve months to end-September the commercial banks’ hold- 
ings of US Government obligations fell from $64,720 millions to $59,200 
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millions, a fall that financed two-fifths of the rise in the banks’ total loans. In 
addition to these massive sales the market has had to contend with the 
record peace-time deficit of $12,500 millions in the federal budget for the 
fiscal year 1958-59 and the seasonal deficit in the early months of the current 
fiscal year. ‘These demands, actual or potential, impinged upon a market that 
was already demoralized by the spectacle of the heavy gold outflow to overseas 
countries and by the fact that even through a recession retail prices con- 
tinued to edge upwards. Such a market was not likely to be responsive to 
bond issues on the scale indicated by the Treasury’s deficit or, indeed, on 
the scale needed to refinance the mass of maturing debt. The result, as every- 
one knows, was that by this summer bond prices had sagged to their lowest 
levels for more than thirty years and the Treasury had been forced into a 
reliance on short-term finance that boded very ill for the future. 

In some ways the troubles of the American bond market this summer 
resembled those that beset the British market in the summer of 1957. Regret- 
tably, however, the action that arrested the decline in British Government 
securities was not open to the American Treasury: any attempt to extend the 
demand for longer-term bonds by offering a higher yield was barred by a 
law of 1918 fixing a ceiling of 44 per cent on the coupon of all Treasury issues 
with a term of five years or more. Indeed, by the summer this ceiling had 
made it virtually impossible to issue a bond of more than five years’ life. 
Congress adjourned in September, until January, without acceding to the 
President’s request that the ceiling be lifted; the authorities were thus faced 
with the unenviable task of raising some $6,000 millions in the coming three 
months to meet the Treasury’s immediate cash needs and to arrange the 
refinancing of a large mass of maturing debt at a time when medium-term 
or long-term issues were impossible and the Federal Reserve Board was 
insisting that money must be kept tight. 

Fortunately, boldness paid off: the overwhelming response at the begin- 
ning of October to the issue of $2,000 millions of a new bond with a life of 
four years and ten months and a rate of 5 per cent—the highest Treasury 
coupon since 1929—refuted the theories of the pessimists that the bond 
market was incorrigibly inelastic. ‘The success of the ‘‘ magic fives ”’ steadied 
the market ; for the first time in many months it looked as though the 
authorities were in control. Certainly, it will not be easy for them to retain 
control: any settlement of the steel strike that the public deemed in- 
flationary would have serious repercussions in the bond market and, in any 
case, the hands of the authorities are gravely weakened by the constant 
need for the Treasury to be in the market refinancing its debt. None the 
less there now seems a real hope that confidence in the currency is re- 
turning: that is a hope that very few observers would have expressed two 
months ago. 

It is greatly strengthened, of course, by the ‘Treasury’s success in balancing 
its budget for the current fiscal year. ‘The scepticism with which the original 
budget estimates were greeted last January has proved to be unfounded— 
as, indeed, have the related fears that the Democratic gains at the elections 
of November, 1958, spelt a free-spending Congress. Revised estimates for 
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the year presented in September showed both federal expenditures and 
receipts $1,900 millions higher than in the January estimates (at $78,900 
millions and $79,000 millions respectively) and the prospective surplus 
intact at $100 millions. Admittedly, the long duration of the steel strike 
must cause some shortfall in revenue, but whatever the precise final outturn 
it is now clear that the budget will have no significant inflationary impact on 
the economy in the current fiscal year, and in the coming six months—when 
the ‘Treasury should show a seasonal cash surplus—it should be exerting a 
mildly restraining influence. This is an impressive achievement. 
Preliminary indications suggest that the Treasury will aim at a surplus of 
$2,000- $3,000 millions in the fiscal year beginning on July 1, 1960. The 
surplus on the federal budget, it should be remembered, is calculated 
‘ overall ’’, that is after covering both current and capital items. Moreover, 
it does not accurately measure the true cash surplus that may accrue to the 
Treasury since it takes no account of net receipts by certain extra-budgetary 
funds. Admittedly, a surplus of even $3,000 millions is well within the 
margin of uncertainty and the balance is thus precarious. None the less, at 
the moment the budget is balanced and seems in prospect of remaining so. 
The psychological effects of this elimination of deficit finance may well far 
outweigh its direct effects on the volume of total demand and on the supply 
of bonds. Undoubtedly, the deficit of $12,500 millions sustained in 1958-59 
had an effect on investors that was not warranted by its real inflationary 
potential. American investors hold as an article of faith that a balanced 
budget is the foundation stone of a sound currency: the balancing of the 
budget should thus do more than anything else to restore their confidence. 
On the expenditure side, however, this balancing can be achieved equally 
by cutting government outlays at home or overseas, though the effects of 
such cuts on the economy may be completely different in each case. Indeed, 
it appears that the further improvement in the Treasury’s finances aimed at 
for 1960-61 will be sought partly through the pruning of aid to overseas 
countries that is not spent on the purchase of American goods and services. 
That, at least, is implied by the recent decision to tie advances from the 
Development Loan Fund specifically to the purchase of American exports 
and by the recent suggestions that the programme of off-shore procurement 
may be curtailed. Such reductions in government outlays and the improve- 
ment in the budget accounts achieved by them, it hardly needs to be said, 
have no real relevance to the pressure of demand on American resources. 
They are, however, very relevant to the other source of disquiet about the 
dollar—the deficit in America’s overall balance of payments. In the first 
half of this year American merchandise exports were some $380 millions 
lower than a year earlier, while imports were nearly $1,200 millions higher. 
The drain on the T'reasury’s gold reserves was mitigated by a sharp con- 
traction in the outflow of private capital (other than for direct investment) 
and by an inflow of foreign funds encouraged by the rise in American short- 
term interest rates and by the strength of Wall Street. Ignoring the $344 
millions paid to the International Monetary Fund as America’s increased 
subscription, the gold stock fell by $485 millions in the six months while 
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total short-term liabilities to foreign countries rose by $1,047 millions. In the 
first half of last year the gold stock fell by $1,425 millions while short-term 
liabilities rose by $176 millions. The overall deficit in America’s balance of 
payments, as measured by the sum of these two items, thus totalled $1,532 
millions in the first half of this year compared with $1,601 millions in the 
first half of 1958; but it is surely significant that foreigners sought to convert 
a very much smaller proportion of their currently acquired dollars into gold. 
Since May, exports, seasonally adjusted, have turned upwards while 
imports have levelled off. ‘The relief that this has given to the current balance, 
however, appears to have been offset by an increased outflow of capital. It 
was officially estimated last month that the overall deficit this year would 
reach $4,000 millions, compared with $3,400 millions in 1958. This deficit, 
of course, arises from the massive outflow of capital and aid from the United 
States. The current balance of payments, though less robust than two years 
ago, is still well in surplus. Figures given last month suggested that there 
was likely to be a surplus of $3,500 millions in exports of goods and services 
this year but that this would cover less than half of the total of military 
expenditure abroad ($3,000 millions), Government grants and loans ($2,500 
millions) and private investment overseas ($2,000 millions). It is scarcely 
surprising that the American Administration has found this intolerable. 


Reshaping External Policy 


Many observers outside the United States, naturally, fear that the Adminis- 
tration will seek to redress the balance by restrictive policies, and in particular 
by according greater protection to home producers. There have been one or 
two examples of such a retreat, but they have been isolated examples: despite 
the serious deterioration in the balance of payments in the past two years the 
Administration has adhered to its philosophy of liberalism. Admittedly, the 
strength of its allegiance will be more severely tested as the Presidential 
election approaches, but the reshaping of policies that is now 1n progress 
appears to be proceeding on the lines that would be least damaging to the 
growth of world production and trade. Certainly, Mr Christian Herter, the 
US Secretary of State, struck a reassuring note in his important address to 
the National Foreign Trade Council in New York last month. ‘“‘ The 
problem ”’, he said, “‘ is to see to it that the deficit is reduced by means which 
enlarge international trade and do not restrict it—by methods which promote 
competition and the flow of development capital rather than restrict them ”’. 

The reshaping of American policy seems to be based on two propositions, 
which in the circumstances are reasonable enough: first, that western 
Europe should assume a larger share—and the United States a correspond- 
ingly smaller share—of the burden of assisting the underdeveloped countries ; 
and secondly, that there is now no case for discrimination against American 
exports. The first of these propositions underlies the proposal for the 
establishment of the International Development Corporation, in which the 
contributions of other industrial countries would outweigh that of the United 
States, and the suggestion recently mooted that the provision of aid for some 
of the underdeveloped countries might become a responsibility of the North 
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Atlantic Treaty Organization. ‘To some extent, of course, the rise in American 
interest rates and, until recently, the decline in European rates have brought 
about some redistribution of the burden: in particular, the World Bank has 
recently sought the bulk of its funds in Europe. Britain’s advance repay- 
ment of the $250 millions drawn from the Export-Import Bank in October, 
1957 (repayment of which was originally intended to spread over the years 
1960-65), can be interpreted as a timely gesture of sympathy; it was also, 
incidentally, a useful contribution towards a balanced American budget. 

The second proposition—that discriminatory controls on dollar imports 
should be removed—is now universally conceded, at least in principle. The 
removal of all such restrictions was strongly urged at the recent IMF and 
GATT meetings; their retention in a regime of convertibility is an ana- 
chronism. Last month Britain and France both announced the dismantling 
of most of the remaining discriminatory restrictions. Britain’s relaxations 
freed from restrictions all goods hitherto imported from North America 
under the token import scheme except tobacco manufactures, pharma- 
ceuticals and watches, and reduced the list of other dollar imports subject 
to quotas to alcoholic beverages (except whisky), fish, certain fruit and fruit 
products, pig meat, synthetic rubber, transistors and larger aircraft. It 
seems unlikely that these restricted goods account for much more than 
5 per cent of Britain’s dollar imports. These latest relaxations will, no doubt, 
be followed by other countries in western Europe and in the sterling area; 
it is to be hoped that the remaining discriminatory controls will be dispensed 
with before long. The retention of any such controls to shelter home indus- 
tries would greatly strengthen the hand of the protectionist lobby in the 
United States. 

The redistribution of the burden of aid and the elimination of dollar 
discrimination both reflect the change in the economic balance of the free 
world since the early 1950s. It is doubtful if they will cause any rapid 
improvement in America’s balance of payments, though they should create 
the conditions in which a gradual improvement is possible. Important 
structural changes are taking place in America’s balance of payments 
stemming in particular from the high rate of direct investment overseas— 
and it may be that an overall deficit will persist for some years, a deficit 
covered, perhaps, by an inflow of foreign funds. ‘This should give no cause 
for concern. ‘True, it may mean that America’s short-term liabilities exceed 
her gold reserve (at the moment they are about $3,500 millions short of it), 
but this would be of purely psychological significance—it would not be dan- 
gerous unless it were thought to be dangerous. It is of the utmost impor- 
tance to the whole world that the public both inside and outside the United 
States should not take fright at shadows. If they do so take fright—because, 
for instance, America’s liabilities are not fully covered—-the Administration 
will be forced, whatever its philosophy, to apply restrictive measures. In the 
past year the American authorities have defended the dollar without recourse 
to such measures. They have not yet achieved complete success, but they 
have achieved enough success to encourage the hope that they can restore 
confidence in the dollar without retreating from their liberal principles. 
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RADCLIFFE UNDER SCRUTINY 


A Squeak from 
Aunt Sally 


By SIR DENNIS ROBERTSON 


Sir Dennis Robertson 1s often at his We are glad to have captured below, 
weightiest when his touch 1s lightest. substantially as delivered, his opening 
Certainly no deliberate ‘* squeak”’ from remarks at a recent informal discussion 
him ought to be treated as fleeting. of the Radcliffe Report.—eD1TOR. 


HERE to begin, and where to stop? But I do mean to stop. 
So I shall cut out all the compliments to Lord Radcliffe 
and his team on working so hard and finding out so much. 
I shan’t discuss whether it is really advisable to move a 
few hundred yards nearer to Whitehall the secret laundry in Ludgate 
Circus where, it is believed, the Treasury and the Bank of England now 
wash their dirty linen. I shall leave out foreign exchange and balance of 
payments policy; and even on the internal side I shall confine myself to 
discussing, and that in the most boring and pedantic way, a single proposition 
which the Committee are evidently very concerned to get across. 

The proposition in question can be put like this. Let us define Money (M) 
as the tota! of bank deposits plus notes and coin in the hands of the public. 
Let us describe as Spending the disbursement of money in purchase of the 
country’s final output of goods, whether capital or consumption goods, and 
services; and let us define ‘Total Demand (D) as the annual total of spending. 
Let us agree that there will be circumstances in which it is desirable, in 
order to avert the evils of what is commonly called inflation, to check the 
growth, or even to reduce the level, of Total Demand. ‘Then, say the 
Committee, it will not be sufficient, or indeed much use, for the Monetary 
Authority to check the growth, or reduce the level, of the quantity of 
Money: it must seek to operate more directly on the level of ‘Total Demand. 
This it can do by taking the necessary steps to raise the long-term rate of 
interest. The effect of this will be, at any rate in the short run, not so much 
to reduce the desire of spenders to spend as to reduce their capacity to 
spend, by reducing the desire of the lenders of money, a category which 
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includes many persons and institutions besides the banks, to lend to the 
potential spenders. 

I don’t think the Committee have achieved complete clarity in their 
exposition of this doctrine. In the first place they don’t seem to be quite 
clear whether it is the unity or the disunity of the credit market which 
makes it necessary for the Authority to extend its purview beyond the 
banks. ‘“‘ The market for credit is a single market”, we read (125): 
‘““ pressure on one part of the market soon makes itself felt on the other 
parts ’’ (315): hence “it is on the liquidity position of the system as a 
whole ”’ that the Authority must seek to act (125). Now this seems to be 
a non sequitur; the more unified a system is, the more, surely, you can 
expect to achieve by hitting it at a single point. And the Committee seem 
to feel this difficulty; for in another paragraph (319) we find them laying 
stress on the “ faults’’, in the geological sense, in the structure of the 
market, which finder the transmission of pressure from one part of it to 
another, and which might, they suggest, have led them to recommend a 
whole battery of controls over the several lending institutions had it not 
been for the happy discovery that by wielding the rate of interest we can 
hit them all simultaneously (394). 


Infinite Velocity ? 


Secondly, somebody—I don’t know whether it was Mr Thorneycroft 
or the Cohen Council or Lionel Robbins or who—seems to have got under 
the Committee’s skin, and generated in them an itch to conduct a heresy 
hunt, or as I should say an Aunt Sally shy, against their natural allies, 
namely, those of us who in the pre-1957 years were laying stress on the 
primary need for the Authorities to re-establish that effective control over 
the quantity of bank money, which, for good reasons or bad, had been 
allowed to atrophy in the war and post-war period. ‘This private war has, 
of course, elicited yelps of delight from those for whom any stick is good 
enough with which to beat those who took, or supported the taking of, 
resolute action in 1957. It leads the Committee, in my view, to make a 
good many loose and dubious statements in the course of their central 
theoretical exposition in Chapter VI (‘‘ The influence of monetary meas- 
ures’). ‘Thus in one of their paragraphs (390) they seem to me to make 
a double confusion—between planning to spend money and actually 
spending it, and between what an individual person or firm can do in the 
way of speeding up the flow of money and what a whole community acting 
similarly can do. It’s no use our assuring them that we know all about 
what is sometimes called the income velocity of circulation of money, the 
ratio 4, and how it may change, either spontaneously or even in deliberate 
kick-back against a change in the opposite direction in M. They don’t 
like the concept, and give two reasons (without, however, making it plain 
that they are two separate reasons) for disliking it (391). One is that 
the phrase contains no allusion to motivation. This, of course, is true; 
but the Committee omit to mention that velocity, the ratio 2, is simply 
the inverse of the ratio “, the desired ratio of money stock to money 
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income, a concept in terms of which most English monetary theory, from 
Marshall to the early Keynes and beyond, has been phrased, and which is 
stuffed full of their own pet motive force of desire for Liquidity. I think 
the Committee here missed a great chance of popular exposition in not 
making the mutual relation between these two concepts, Liquidity and 
Velocity—Money Sitting and Money on the Wing, as a certain thirty-year- 
old textbook put it—perfectly plain to the uninstructed reader. 


Indeed, one is tempted to suggest that they have temporarily forgotten 
it themselves. For their second reason for rejecting the intellectual tool of 
Velocity is the surprising one that they are afraid it may break in their hands 
by becoming infinitely great. Now there are circumstances of hyper- 
inflation, typified by Germany after the first war or Hungary at the end of 
the second, when something of the kind may happen; the number of units 
of money is being rapidly increased, and people have become so unwilling 
to hold them for a moment longer than they need that the value of the 
monetary unit is falling much more rapidly still. But the situation which 
the Committee are discussing is utterly different from that; it is a situation 
in which the Monetary Authority is doing its best to restrict the quantity 
of money but the public is kicking back by making its existing stock of 
money work somewhat harder. It seems clear to me from the context 
that the Committee are not really in the least afraid that in this situation 
the public desire to hold money will sink to zero; but in that case they had 
no business to try to frighten the innocent reader with the bogy of an 
infinite velocity of circulation 


Controlling the Banks 


A little later on the Committee take occasion to reassure us that they 
are really quite sensible about the importance of controlling the banks; 
but we are asked to believe that this is only because the banks are “‘ key 
lenders ’’, not because they are “creators of money’’. But surely it ts 
just because, unlike other lenders, they can create the stuff they lend, 
instead of having to earn or borrow it, that they are “‘ key lenders’”’. It 
follows from the Committee’s attitude that if any special attention is to be 
paid to the banks it is to their advances rather than their deposits that it 
should be paid, for “‘ the behaviour of bank deposits is only of interest 
because it has some bearing . . . on the behaviour of other lenders ”’ (395). 
Yes, indeed, it has “ some bearing ’’, since it is bank deposits, alias Money, 
that these other lenders lend! Some of us will feel that the Committee 
here swing too far from the doctrine enunciated by the chairman of one 
of the Big Five—don’t be so tactless as to ask me which—only a very few 
years ago: 

A curtailment of advances would not spell credit restriction in the wider 
sense if it were to be offset by an increase in other bank assets: sooner or 
later, and through one channel or another, the funds created by the acqui- 
sition of those other assets would find their way into active employment. 
It is for this reason that a policy directed only to the restriction of advances 
can never really be a substitute for a proper monetary policy. 
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But once again, having had their verbal fun, the Committee end up on a 
more conventional note. ‘They recommend (505) that the existing con- 
ventions governing the quantity of bank deposits should be retained and 
made explicit, though they are not prepared to give the Authority power 
to vary the ratios unless other lenders are subjected to like treatment. 

All this is rather off-putting to some of us, though I dare say you'll think 
I’ve made rather heavy weather about it. Anyway, it mustn’t be allowed 
to distract us from the constructive side of the Committee’s doctrine, 
which is, let me remind you, that if the Authority can contrive an appro- 
priate rise in the rate of interest, that will have an important effect in 
reducing the willingness of non-bank lenders to lend, and hence in com- 
pressing the flow of Total Demand. ‘‘A rise in rates”’, we read (393), 
‘“makes some less willing to lend because capital values have fallen, and 
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others because their own interest rate structure is sticky ”’. 


Activating Idle Money 

Now this is the doctrine which in my own mind I have been accustomed 
to label the Roosa effect, because I first saw it developed in an article pub- 
lished in 1951 by Mr R. V. Roosa, the very able head of the Intelligence 
Branch of the Federal Reserve Bank of New York. In Roosa’s hands it 
was used in support of the proposition that quite small variations in central 
bank rates, and those entirely at the short end of the market, could be 
relied on to have an important effect on the level of activity. I fancy that 
in respect both of the smallness and the shortness the New York bank has 
since somewhat changed its tune; anyway, for this country the Radcliffe 
Committee make no bones about their view that pretty substantial changes 
in long rates are required in order to implement the Roosa effect; and the 
gravamen of their charge against the Monetary Authorities between 1951 
and 1956 is that they consistently shied away from establishing a high 
enough long rate to bring the effect into operation. 

Now prima facie the Roosa doctrine is a bit of a paradox. On the face 
of it, if the price of something—in this case loanable funds—is fixed from 
outside above the pre-existing market level, one would expect that to check 
the demand but to stimulate the supply; it seems at first sight too good to 
be true that the same action should tend to check both the demand and 
the supply. Moreover, the doctrine seems to be in flat conflict with the 
Keynesian theory, according to which a rise in the rate of interest may be 
expected to stimulate the supply of loanable funds by causing the owners 
of idle money to pull it out of its lairs and place it on the capital market. 
Most of us have thought there was enough in this Keynesian theory to cause 
us to admit, as [ did just now, that deflationary action by the Authority may 
be exposed to partial kick-back and blunting from this cause. 

But, of course, on the facts the Radcliffe boys may be right that normally 
the Roosa effect of a raised rate of interest outweighs the Keynesian effect, 
the reduced willingness to lend on the part of those who have suffered a 
capital loss on their holdings of gilt-edged outweighing the increased 
willingness to lend on the part of those who are being offered a higher 
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reward for activating their idle money. ‘They assure us, indeed, in their 
Chapter VI that if we look back to their long descriptive Chapter IV about 
the non-bank lending institutions we shall find plenty of illustrations of 
the Roosa effect; but I am not at all sure this assurance is justified. Their 
best case is perhaps the building societies, who, during—but only during— 
the interval before they put up their own share and deposit rates, may feel 
constrained to ration their loans. But it doesn’t seem to be really sug- 
gested that if the insurance companies, for instance, find their gilt-edged 
securities depreciated they will feel too poor to lend to industry. What zs 
clear is that if the Government doesn’t offer proper rates of interest they 
won't like lending to the Government, and that that may pitch the Govern- 
ment into borrowing from the banks on ‘Treasury bills, thereby stimulating 
an increase in the supply of money. But that, thanks to Wilfred King 
and others, we knew already! 

Thus once more I feel myself more in sympathy with the Committee’s 
conclusions than with their reasoning. While naturally one would wish to 
work through the evidence before forming a final judgment, I regard their 
charge against the Authorities, 1951-56: 

‘Too little and too late 
With the long-term interest rate ”’ 

as provisionally proven, and their warning against premature or excessive 
reduction now as very salutary. And their sensible instincts bring them 
down on the right side in rejecting the final defeatism of proposals for the 
issue of “index ”’ bonds (573) as well as in throwing cold water, though 
in my opinion not cold enough water, on the mystical murmurings of Hicks 
and Harrod about the existence of a permanent natural rate of interest of 
3 per cent (568-69). 

But if the trouble has thus been that over most of the period under 
review the general level of interest rates has been too low, and if that has 
now been set right, might not the Committee have allowed themselves to 
take a less gloomy view for the future than they have done about the 
probable direct effect on borrowers of short-run variations in the rates, 
long and short? That is what The Times (leading article, August 20) has 
suggested, and it is, of course, one of the major questions which I hope 
to hear answered to-night; for there is no doubt that their pessimism on 
this point has given occasion to the heathen to rejoice. But I would like 
an answer, too, to the question which arises more directly out of the par- 
ticular passages of the Report to which I have directed my own remarks. 
Would a Monetary Authority which 1s always worrying its head about the 
total structure of the public’s liquidity often in fact act in a very different 
way from one which was primarily concerned with maintaining, and there- 
fore with maintaining its power of maintaining, an appropriate supply of 
money? And if it would, would the different way always be a better 
way? I won't steal Frank Paish’s* thunder by elaborating the thought 
that the Committee’s surprising recommendations about the treatment of 
local authority borrowing suggest that it might not. 

4 See his article, ‘‘ What zs this Liquidity rs in The Banker, October, 1959, p 596. 
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RADCLIFFE UNDER SCRUTINY 


The New Data — and 
Their Uses 


The new statistics brought to light by 
the Radcliffe Committee and its recom- 
mendations for improving the flow of 
statistics in future have been universally 
welcomed. Their significance ts assessed 
here by Mr Christopher Saunders, who 
until 1957 was Deputy Director of the 
Government’s Central Statistical Office 


and is now Director of the National 
Institute of Economic and Social Re- 
search. Together with Mr fF. C. R. 
Dow and Professor Brian Tew, Mr 
Saunders was responsible for the memo- 
randum on financial statistics which 
the Institute prepared at the request 
of the Radcliffe Committee.—£DITOR. 


By C. T. SAUNDERS 


HE Socratic doctrine that the wisest man is he who knows best 

the extent of his ignorance seems to apply nowhere more forcibly 

than in economics. Certainly one of the wisest features of the 

Radcliffe Report, not diminished by the comments of the critics, 
is that it emphasizes how little we really know about the ways in which 
important parts of the economy work. But the Committee offer a certain 
hope—that if we knew more about what is happening, we might ultimately 
find out how and why it happens. 

This hope, which every student of the monetary and credit system must 
share, lies behind the Radcliffe Committee’s recommendations for improving 
the quality and quantity of statistics about financial affairs. It also lies 
behind the Committee's strongly expressed view that the authorities should 
explain more fully what the objectives of policy are. Facts and figures 
about actual operations are essential if statements of hopes and intentions 
are to be convincing. 

The Committee’s proposals for better statistical and other information 
are the most specific of their recommendations. ‘They also seem, from 
their reception, to be among the least controversial. ‘The proposals are, 
indeed, integrated with the general concepts of the monetary and credit 
system that underlie the Report. ‘Thus the major statistical improvements 
are those that would throw more light, first, on the ways in which the 
management of the National Debt is proceeding, secondly on the flows of 


723 








credit of various kinds between the sectors of the economy, and thirdly 
on the liquidity structure of different groups of financial institutions, in- 
dustrial concerns and individuals. Yet most of those who criticize the 
Committee’s presentation of monetary theory would probably agree that 
these are the points on which better information is needed if any theory 
is to be tested by the facts. 

The Committee’s statistical proposals are very closely in agreement with 
those made in a memorandum on the improvement of financial statistics 
that was submitted to the Committee in 1958 by the National Institute of 
[Economic and Social Research,* helped by a number of people interested 
in financial analysis. ‘The main proposals, set out in Chapter X of the 
Radcliffe Report, fall under two heads: those concerned with the financial 
operations of the Government, and those concerned with the transactions 
of financial institutions and industrial and commercial undertakings. 


Financial Transactions of the Government 


The central aim of the proposals under the first head is to provide an 
intelligible account of the financial transactions of the Government, which 
means principally an account of the Government’s transactions with the 
rest of the economy in various kinds of Government obligations. This 
object is not, of course, achieved by the present ‘Treasury and Parliamentary 
publications, since these reveal only the transactions of the Exchequer, or, 
which comes effectively to the same thing, of the Consolidated Fund. 

In theory, Government receipts and payments are centralized in the 
Consolidated Fund. But recently, and particularly since 1939, the Con- 
solidated Fund has ceased to be the only important repository of “‘ the 
Government’s ”’ financial assets and liabilities; a large part of the Fund’s 
transactions are with other branches of the Government, in particular with 
‘the Departments ”’, whose accounts are not published in any detail. ‘This 
development has made possible a large degree of concealment behind a flow 
of frequent and exact but largely irrelevant figures about the National 
Debt—a curious compromise between the legislative necessity of public 
accountability and the administrative convenience of secrecy. 

For some years, however, a far more sensible set of figures of the Govern- 
ment’s financial transactions has been published annually in the national 
income Blue Books in the form of a Capital Account of the Central Govern- 
ment (Blue Book, 1959, ‘Table 36). ‘This table shows the borrowing and 
lending of the ‘ Central Government”’. ‘The account of the “ Central 
Government ”’, here as in other parts of the Blue Book, is a consolidated 
account in which the transactions between the Exchequer on the one hand, 
and, on the other, the Issue Department, the Exchange Equalization Fund, 
the National Insurance Funds, other ministries, and the multitude of other 
subsidiary funds and accounts, are all cancelled out. ‘Thus we get a correct, 
although not very detailed, picture of the transactions between the Govern- 
ment and the rest of the economy. ‘This table—which has been little used 


* Memorandum of Evidence, Part XII (to be published). 
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by commentators—is produced only for calendar years and appears too 
late for analysis of the current position. Its extension on a quarterly basis 
has been a conspicuous omission from the quarterly national accounts 
published since 1957. 

In the Radcliffe Report, two alternative presentations are given of the 
financial transactions of the Government with the rest of the economy. 
Table 6 (page 41), headed “‘ Financing of Exchequer Requirements ’’, is 
based on the traditional presentation of the Exchequer accounts; but it 
brings in the receipts from extra-budgetary funds and from the EEA and 
leads up to a figure of “‘ market sales’, showing net sales of Government 
and guaranteed stock separately from ‘‘ market’ Treasury bills. Hence we 
arrive at a figure of Government (not only Exchequer) borrowing from, or 
lending to, the rest of the economy. ‘The second presentation is more 
ambitious and complete. ‘Table 7 (a fold-out facing page 360) is headed 
‘* Financing of the Public Sector ”’.* ‘This is based on national accounting 
concepts. It goes beyond the Blue Book table of the capital account of 
the Central Government; it is essentially a consolidated capital account, 
embracing not only the Central Government but also the local authorities 
and the nationalized industries. A great deal of this information can 
indeed be put together from the Blue Book, but not all. 

Several points emerge from ‘Table 7 of the Radcliffe Report. ‘Thus it is 
shown that in 1958 (the table, like the Blue Book, relates to calendar years) 
the net surplus on current account, before depreciation, of the whole public 
sector was about £1,000 millions; the Blue Book shows that most of this 
was derived from the Central Government. But the real investment of 
the public sector (i.e. fixed investment and stocks, chiefly in the nationalized 
industries and local authorities) amounted to £1,500 millions. Hence the 
public sector had to borrow £500 millions from the rest of the economy 
or from abroad—a figure of net borrowing that has not varied very much 
in the past six or seven years. 

In addition, the Government had to borrow an identifiable £450 millions 
because of overseas transactions—partly to pay for the rise in the gold 
and dollar reserves. ‘The table shows that of the total of £950 millions 
borrowed by the public sector as a whole, no appreciable amount came 
from the banking sector, whose increased holdings of gilt-edged and of a 
smaller item, described as “‘ Advances and other items’’,f were about 
balanced by reduced holdings of Treasury bills. (This is a fact which is 
certainly not apparent from the London clearing bank returns alone.) 
Thus the whole of the £950 millions was raised from the non-banking sector 
—from industrial companies, insurance and pension funds and individuals— 
or, but in unidentifiable forms, from abroad. 

The striking fact is that in 1958, as also in 1956 and 1957, the biggest 
single item of borrowing by the public sector as a whole was over £300 


* Reproduced in full on page 500 of the special analysis of the Radcliffe Report in the 
September issue of The Banker.—k£pDITOR. 

t This item is not further described. The chief component in 1958 may have been 
increased holdings by the banking sector of local authority mortgages. 
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millions borrowed by local authorities on ‘‘ mortgages, etc”. The next 
largest item in 1958 was {175 millions of National Savings, followed closely 
by ‘Treasury bills and gilt-edged securities. 

In general terms, the broad pattern of public borrowing revealed by this 
table may have been known to the specialists, but it must certainly be 
news to most people that the largest single form of public sector borrowing 
is local authority borrowing on mortgages—an item which is almost com- 
pletely undocumented (though it can be arrived at by deduction from the 
annual Blue Book table of the capital account of local authorities, and an 
estimate of the total mortgage debt outstanding held by local authorities in 
Kngland and Wales is published every two years by the Institute of Muni- 
cipal ‘Treasurers and Accountants). It is encouraging to find from the 
Radcliffe Report that the Treasury has recently completed a survey of 
local authority loan debt, and the Radcliffe Committee recommends that 
this should be undertaken annually. An improvement in local authority 
statistics as a whole is, indeed, long overdue. Local authorities in total 
borrow from the private sector and the Central Government (now chiefly 
from the private sector and in the form of mortgages) almost as much as 
the public corporations and as much (net) as all companies. Yet the 
Local Government Financial Statistics for England and Wales do not state 
the sources or forms of borrowing and do not appear until eighteen months 
after the period to which they relate. Valiant efforts are made by White- 
hall and by the professional associations to collect useful information and 
estimates, but it is clear that a proper system of local authority returns is 
now urgently required. ‘There seems to be every reason for insisting on 
frequent (say quarterly) returns of certain items—including net mortgage 
borrowing so long as this remains a major form of public financing. 

As for the public sector considered as a whole, the Radcliffe Report 
recommends (in para 850) that an account on the lines of its Table 7— 
‘Financing of the Public Sector ’’—should be published regularly, prefer- 
ably quarterly. ‘The Treasury has already hastened to meet a part of this 
requirement. In the October number of Economic Trends, issued only 
two months after the appearance of the Radcliffe Report, there appears a 
quarterly account of ‘“ Exchequer financing’”’ which brings up to date (or 
at least, up to March, 1959, with a promise of continuance at quarterly 
intervals) ‘Table 6 of the Radcliffe Report. Indeed, it improves on the 
Radcliffe table, for instance by showing not only net sales of marketable 
securities to the public but also total issues, total redemptions, and the 
amounts taken up by the Issue Department and Debt Commissioners. 

Those who favour the Blue Book presentation may feel some regret that 
the new quarterly table starts from the position of the Exchequer rather 
than the simpler form of presentation used in the Blue Book, which shows 
the financing of the Central Government as a whole. Indeed, there now 
seems no reason why the system of quarterly national accounts should 
not be completed by a capital account of the Central Government. Many 
will feel that it is Table 7 of the Radcliffe Report—the financing of the 
whole public sector—that should be kept up to date. That would bring 
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to light the part played by the banking sector in financing the public sector, 
for which most of the necessary information is already available to the 
Treasury and Bank although not to the public; but the table cannot be 
completed until something is done to record regularly changes in local 
authority mortgage debt. 

The new quarterly table does, however, help in interpreting recent 
events. For example, the fall in the clearing banks’ holdings of Govern- 
ment securities from September, 1958, to March, 1959, was about £280 
millions (at book values). Presumably the corresponding figure for the 
whole banking sector may have been greater, although the effects of valuation 
procedures are uncertain. ‘The new table shows that in total the Govern- 
ment paid out {186 millions in net purchases and/or redemption of mar- 
ketable Government and Government-guaranteed stocks from the public, 
including the banks, during this period. ‘Thus net purchases by the private 
sector other than the banks (but including foreigners) during these six 
months may well have been of the order of £100 millions. In the corre- 
sponding period a year before—September, 1957, to March, 1958—the 
rise in bank investments was {74 millions, but the Government made 
total net sales to the public, including the banks, amounting to £72 millions, 
leaving nothing for net non-bank buying. 


The Gilt-edged Bikini 


We can now see, too, the curious picture presented by the figures of 
floating debt. On page 110 of the Monthly Digest of Statistics for October 
we are told, from the summary of the traditional Exchequer returns, that 
in 1958-59 the floating debt rose by £390 millions, of which Treasury bills 
accounted for £327 millions; but on page 111 we are shown by the new 
analysis that over the same twelve months Treasury bills held by the 
‘“‘ market ’’ (i.e. by the private sector, plus however, the Banking Depart- 
ment of the Bank of England) fell by £111 millions (incidentally, the volume 
of tender bills, unofficially estimated, fell by £170 millions). 

Very similar points are made in the Radcliffe Report with reference 
to the total outstanding financial obligations of the Government—the 
‘“‘ National Debt’. As the Report says (536), “‘ although the National Debt, 
in the sense in which we are using the term, is of such great importance 
for economic policy, there is in existing publications no adequate statistical 
analysis of it, nor indeed is there any statement of its size’’. The familiar 
figure of the National Debt is £27,000 millions; but this is merely the 
total amount of debt, at nominal values, carried by the Consolidated Fund. 
It includes debt held by other branches of the Government. It excludes 
the securities issued by the public corporations and the local authorities 
and the liabilities of the Post Office Savings Bank—and it is clearly in great 
part a matter of administrative convenience whether some of this debt is 
raised through the Exchequer or otherwise. ‘The best estimate at which 
the Committee can arrive for the total debt of the public sector as a whole 
to the rest of the economy (Table 25) is a figure of nearly £31,000 millions 
as at end-March last. The Committee suggest that a proper account of 
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public sector liabilities should be regularly produced and that at least the 
financial assets held by the public sector, such as overseas loans and invest- 
ments, should also be stated. ‘The valuation of the physical assets presents 
more complicated problems. 

We may now begin to see a gradual introduction of new, more rational 
and informative figures of public-sector financial transactions and, perhaps, 
of total financial assets and liabilities, alongside the traditional ones. If 
the traditional statistics are deservedly likened to the distortions of a Vic- 
torian bathing costume, the new ones may at least reach the candour of a 
bikini, which has been said to reveal all—except what really matters. We 
may be sure that the ultimate modesty of the authorities will be preserved, 
but at least we can now know—six months or so after she has left the 
beach—roughly what she looked like. 


Statistics of the Private Sector 


Like many of the official financial records, the. statistics of the financial 
institutions suffer from their long history. ‘T'wo kinds of recommendations 
are made by the Radcliffe Committee. First, they want much more com- 
prehensive and up-to-date figures. Secondly, in certain cases, they want 
statistics that are more relevant to certain concepts of economic policy 
than are those now available. 

The current banking statistics most often used are those published 
monthly by the London clearing banks. But these banks cover only some 
70 per cent of the total assets and liabilities of all commercial banks; and 
this proportion itself may be subject to important change. The Com- 
mittee propose a statement, which they hope might be produced monthly, 
giving aggregate figures for each main group of banks on the lines of the 
present clearing banks’ statements. This would include, in addition to 
the London clearing banks, the Scottish and Northern Irish banks, the 
accepting houses and merchant banks and overseas banks operating in 
Britain. ‘There should be a similar aggregate return for the discount 
houses. ‘The Committee also propose that annual statistics of balance-sheet 
items should be collected from superannuation funds, from investment 
trusts and unit trusts, and from hire-purchase finance houses. 

On the content of the statistical records, the Committee’s most interesting 
suggestions are concerned with the treatment of transactions in securities. 
They propose that all financial institutions should furnish a quarterly return 
—to be published only as an aggregate for each group of institutions—of 
purchases and sales of securities and other financial assets. These figures 
would provide a much firmer basis for estimating the various flows of 
credit than can be got at present by comparison of successive balance-sheet 
valuations. Since the war, the banks (all those who belong to the British 
Bankers’ Association), discount houses, and building societies have been 
making confidential monthly or quarterly returns of transactions in gilt- 
edged securities to the Bank of England. These would be the nucleus for 
a new published series. The Committee suggest, further, that banks’ and 
insurance companies’ transactions in gilt-edged should be divided between 
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short bonds (defined as those with five years or less to run to maturity) 
and others. ‘There is also a suggestion, not pressed very hard by the Com- 
mittee, that particulars of the market value of total securities held should 
be supplied by financial institutions—banks and insurance companies were 
exempted under the 1948 Companies Act from the obligation to publish 
this figure in their balance sheets. 

The other principal novelty in the statistical proposals is that the banks 
should provide a quarterly industrial analysis of deposits comparable with 
the industrial analysis of advances that has been published since the war. 
The main object is to provide a better picture of the liquidity position of 
industrial firms. ‘This is one of the few proposals that would involve the 
suppliers of statistics in substantial extra work. The number of bank 
accounts “runs into millions’ (although nobody knows, oddly enough, 
just how many millions) and “ there are reasons for thinking that sampling 
would not be practicable ” (it is not at all clear what these reasons can be). 

Other proposals envisage a rather more detailed analysis of the trans- 
actions of various groups of financial institutions to bring to light matters 
of current interest, or to supplement delayed accounts and returns by 
up-to-date figures. For instance, insurance companies, in the proposed 
quarterly return of transactions in financial assets, should show separately 
loans for house purchases and loans to local authorities. There should 
also be quarterly returns of net premium income as a guide to the current 
trend of saving through life assurance. Building societies should publish 
the confidential returns made quarterly of shares and deposits of holders 
other than individuals. 

No fundamental change in the traditional form of the Bank of England 
return is proposed. The Bank of England should be excluded from any 
new figures for the banking sector (except that figures of its small normal 
commercial business should be published). But it is proposed (367) that 
the Bank should make “regular and frequent publication, preferably 
coinciding with the clearing banks’ statements ” of a few important figures, 
including the amounts of its bankers’ deposits, non-resident deposits, 
Treasury bill holdings and holdings of Government bonds (with less frequent 
analysis by maturity). The National Institute suggested a somewhat more 
extensive return but applying only to the position of the Banking Depart- 
ment; if the financial accounts of the public sector were improved as has 
been suggested, the Issue Department should be treated as part of the 
Central Government, but the affairs of the Banking Department—while 
not consolidated with those of the banking sector—should surely be 
separately distinguished. 

Two important suggestions are made by the Radcliffe Committee for 
improving the information about the financial transactions of industrial 
and commercial companies. One is that the records of the Inland Revenue 
should be drawn upon so as to produce analyses of the balance sheets of 
private companies comparable with those already made for public com- 
panies. (The Inland Revenue already make such analyses of profit and 
loss accounts for their Annual Report and for national income calculations.) 
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There is reason to believe that the financial experience of the private com- 
panies may differ significantly from the familiar picture exhibited in the 
aggregate accounts of public companies. 

Secondly, a proposal is made to bring up to date some of the important 
balance-sheet figures in published company accounts. ‘The sample figures 
already collected quarterly by the Board of Trade, relating to fixed invest- 
ment and stocks, and the quarterly figures of profits collected by the Inland 
Revenue, might be supplemented by some financial information, for instance 
about bank balances and borrowings, Treasury bill holdings, capital issues, 
and trade credit. 

The Committee also make proposals for collecting fuller information 
about overseas investment and income flows (in both directions) of indus- 
trial firms and financial institutions. The Board of Trade has already 
begun to act on this. 

These various recommended improvements in financial statistics should 
serve two purposes. First, each of the new series should be of some 
interest in itself and should make clearer the significance of a particular set 
of financial transactions. Secondly, the proposals are built on a systematic 
framework; when the whole structure is complete, it should permit a com- 
prehensive and internally coherent description of the assets and liabilities 
of the various parts of the economy and of the transactions between them, 
with sufficient detail to reveal changes in holdings of assets of various 
degrees of liquidity. Different people would attach differing emphasis to 
these two purposes. ‘Those who feel the need for seeing the system as a 
whole must recognize the prior need for the more laborious process of 
improving the parts. But in this process, it is most important that the 
objective of securing a reasonable degree of uniformity should always be 
kept in mind. 

As was pointed out above, most of the improvements consist in the 
publication of records that are already compiled for confidential use. This 
applies to practically all the suggestions for a better account of the financial 
transactions of the public sector, except for the records of local authority 
market borrowing; it also applies to most of the suggestions relating to the 
banks and other financial institutions, except for the proposed industrial 
classification of bank deposits. The problem is not so much that of col- 
lecting records as of convincing those responsible that disclosure is desirable. 
The task of collecting improved financial records from industrial and com- 
mercial companies, and from individuals, is a much larger one and must be 
expected to take longer. This will fall largely on the Board of Trade, 
whose limited statistical manpower must already be overstretched. 

The information provided for the Radcliffe Committee and reproduced 
in the Report and the Evidence, the Committee’s proposals, and the actions 
already taken on these proposals, are all encouraging signs of the growing 
recognition that public knowledge of the relevant facts is the most satis- 
factory basis for understanding and improving the operations of the 
monetary and credit system. It is now up to the commentators, the 
theorists and the researchers to make use of their new and sharper tools. 
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Customer for Change ? 


By J. E. HARTSHORN 


We believe in strategic planning, but we believe that the tactical execution 


is better left to private enterprise. 
—Mr Heathcoat Amory, Hansard, November 3, 1959 


While the Tory Party believes in the free play of private enterprise, it 
has always believed it 1s the duty of the State to intervene to correct chronic 
distortions of the economy which might occur through the unfettered exercise 


of private enterprise. 
—Mr John Rodgers, Hansard, November 9, 1959 


EGARDLESS of its political philosophy, any British Govern- 
ment nowadays must inevitably exert a profound influence upon 
the operations of British industry, and there is little evidence as 
yet that Mr Macmillan’s second administration is anxious to 
reduce this influence. It is exerted at a multitude of points and in several 
kinds of way—through fiscal policy and the Government’s general Keynesian 
‘management ’”’ of the balance of demand and supply in the economy, 
through the formulation of policies that “‘ in the national interest ” industry 
is exhorted to follow, through legislation that sets limits upon industrial 
behaviour or decision, through the protection or promotion of the interests 
of particular industries, and moreover by the management or control of a 
“public sector” of the economy that has grown far larger than in pre-war 
days. It seems unlikely, at any rate, that this Conservative Government 
would further enlarge the public sector, but the influence of this upon 
the private sector, particularly certain parts of it, is likely to remain very 
large indeed. And a Government that has created Ministers of Aviation 
and of Science, and appointed a member of the Cabinet to advise the 
Prime Minister “‘ particularly on industrial matters ”’, can hardly be counted 
as shrinking from intervention in industrial affairs. Mr Rodgers’s charac- 
terization of certain /aisser faire arguments from Viscount Hinchingbrooke, 
during the debate on the Local Employment Bill quoted above, as “ not 
reflecting the philosophy of the Tory Party—an excellent presentation of 
old-fashioned Whiggery ’—was perhaps not simply a verbal sally. 

The distinctive philosophy of a political party will obviously be reflected 
throughout any Government’s whole conduct of economic policy. British 
business can confidently expect, for example, that this Government’s fiscal 
policies will reflect a basic dislike of high taxation as such, whether or 


731 











not the immediate situation at any time allows it to be expressed in 
practice. But the general management of the economy by fiscal and 
monetary policies is far beyond the scope of an article such as this, the 
second of two setting out to glance at some of the more direct relationships 
between government and industry in a society that has now put socialism, 
firmly and perhaps permanently, on the shelf. It is true that fiscal policy, 
even when intended to influence the climate in which business operates 
rather than its actual operations, will often in practice become direct and 
selective. Initial and investment allowances, for example, became inevit- 
ably, if haphazardly, selective between companies with different time-tables 
of investment when they were switched on and off in accordance with the 
‘higher needs ” of the economy as a whole. Later they were deliberately 
made selective, to favour certain industries and certain classes of invest- 
ment. Purchase tax and hire-purchase restrictions, again, imposed and 
altered according to the balance of the economy and the demands of the 
revenue, are inherently selective in their incidence. ‘They have acted as 
arbitrary “Stop” and ‘‘Go”’ signals to industries that happen, at this 
particular point in the social and economic development of the British 
market, to be among the main “ growing points ’’ of the economy. 


No Truce to Exhortation 


No Government is likely for some time, either, to be able to forgo 
demands upon industry to apply its exertions in particular directions “ in 
the national interest ’’. Mr Heathcoat Amory has certainly fewer categorical 
imperatives to pronounce than had Sir Stafford Cripps, but he, too, is 


fairly often forced into the familiar tone: 


I know that people are apt to get impatient when Ministers lecture them 
and in particular when they are pressed to do things that seem to them to 
be contrary to their own economic interest, but in this case I have no 
hesitation in making an appeal for moderation and a special sense of responsi- 
bility, because in doing so I am convinced that what I am urging is in the 
true long-term interest of everyone concerned... . 


It is true that this kind of exhortation just after the war, aided at times 
by the discrminatory use of controls over materials, was in fact fol- 
lowed, propter hoc or merely post hoc, by considerable changes in British 
industrial behaviour, particularly as regards the concentration of more 
effort upon exporting. The motives, if not the manner, of those early 
post-war appeals to industry reflected national necessities rather than 
socialist policies. And the shift in the pattern of manufacturing and mar- 
keting effort represented an adaptation of the economy to changed national 
circumstances which the Government of the day was called upon, as any 
would have been, to interpret as widely and as quickly as possible throughout 
industry. ‘That major adaptation to Britain’s post-war circumstances, 
brought perhaps into more natural balance since the freeing of the economy 
from direct controls, may seem for the present to have been successfully 
completed. This Government, however, still feels impelled to urge in- 
dustry to improve its efficiency; and there is little doubt that the 
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continuing problem of sustaining expansion without recurrent inflation will 
continue to provide texts for many a homily about prices, wages, and profits. 

Nor does any major change seem immediately likely in the pattern of 
selective support for certain industries to which post-war Governments 
have become committed. Conclusion of the “ little free trade area”’ with 
a number of European countries will certainly modify the tariff protection 
accorded to a variety of industries that meet strong competition from there: 
conclusion of anything approaching free trade with the common market 
would obviously commit British industry, over a period, to much sharper 
and equally selective competition. Such decisions, however, represent with- 
drawals of Government influence from the affairs of industry, rather than 
further intervention—though this would not necessarily, in the industries 
concerned, make the decisions more welcome. Failing any radical freeing 
of trade with Europe, a large part of British industry will remain variously 
protected by the straggling fence of the tariff, and some particular parts of 
it will retain the further protection afforded by subsidies. Agriculture is 
the only major sector of the economy concerned: its development with the 
assistance of much more positive support from Governments of both parties 
remains one of the most significant structural shifts in the British economy 
since the ’thirties. One or two specially favoured “‘ key industries ’’, such as 
watch manufacturing, have had special assistance since the war; so have 
certain vaguely “‘ cultural activities’, such as British film production and 
now British book exports. ‘The last Government provided a technical 
medium of communication—and some whacking monopoly profits, for a 
time—to the television programme companies, and its future policy towards 
BBC and ITA will be of crucial importance to this new, booming organ 
of British business: but this again was the opening of a monopolized enclave, 
rather than the special promotion of an existing industry to greater pros- 
perity than it could achieve alone. Again, one more “ once for all” pro- 
gramme of aid to fit into the history of the Lancashire cotton industry is 
already in train. 

The new Government is certainly committed to two partly new candi- 
dates in this field of selective support for particular industries. It has 
promised that successors to the two Cunard Queen liners shall be built— 
which the company had already stated would need a subsidy for building, 
if not indeed for operating across the Atlantic—and has appointed a com- 
mittee to advise it how the assistance should be given. Shipping was 
already favoured by a larger investment allowance than other industries, 
reflecting in part its special difficulties of replacing very large indivisible 
assets during a period of rapid inflation, and in part its chance to emigrate 
to Bermuda. It has also promised support for the aircraft industry in 
promoting its production and export of civil airliners—and has appointed 
a Minister of Aviation. ‘The aircraft industry is still emerging from a 
period when its main customer was the Government: and its feelings 
towards Mr Sandys, as a newly benevolent overlord, may still be mixed. 
But the two new Cunarders promise to cost a lot of public money; and 
there is little doubt that supporting the aircraft industry will cost more. 
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The first legislative measure introduced by the new Government falls 
into the field of social legislation that places constraints upon certain business 
decisions—in this case the decision to set up new plant where one would 
commercially choose. The Local Employment Bill, which was described 
by Sir David Eccles during the election campaign as designed to strengthen 
the Government’s powers to influence industrial location, will apparently 
mean spending more money to induce industrialists to go where the Govern- 
ment chooses. But it is mainly a consolidating measure, drawing together 
and only slightly extending the powers under the previous three Distri- 
bution of Industry Acts. It will remove the distinction between develop- 
ment areas and other parts of the country, setting up a single list of places, 
where unemployment is high or likely to become high, in which alone the 
Government’s powers will be able to be used. But industrial development 
certificates for factories, of course, can be refused anywhere else, so that 
the influence actually exerted on industrial location will depend simply 
upon the way that the Board administers this policy. 


Public Sector and Private 


It cannot be long before this Conservative Government chips one small 
piece off the public sector into the private—Richard Thomas & Baldwins 
and such of the other few small nationalized steel companies as can find 
buyers. Disposal of the state-owned prior charges of other, already 
denationalized, steel companies could be a larger exercise; and it seems 
unlikely that Colvilles or Richard Thomas will wish to replace the loans 
that they have arranged from the Government for the building of new 
strip mills with finance from private sources. But this completion of 
the denationalization of steel appears to be the only such exercise that 
the Conservatives have at present in mind for the industries that Labour 
moved across into the public sector. Structural reorganization of these 
industries, upon which there is a buzz of ideas in the party if not in the 
Government, will not alter their broad order of magnitude. Public house- 
building, again, which has declined from its peak of a few years ago, 1s 
unlikely to advance as fast as private building. Expenditure on educa- 
tion, as a proportion of national income, may well rise; and on other social 
services it seems unlikely to fall much. Public investment in roads and in 
Post Office communications seems certain to rise. So it is not easy to 
foresee any very considerable shrinkage in the size of the public sector of 
the British economy—except perhaps for the big and peculiarly specialized 
question mark against defence. 

The impact of this public sector upon private business in Britain is one 
of the largest but perhaps the least discussed spheres of Government 
influence upon industry: a few figures may be worth recalling to distinguish 
its outlines. In 1958 public authorities’ current expenditure on goods and 
services amounted to £3,742 millions, or about 17 per cent of total domestic 
expenditure in the economy; in addition the public sector was responsible 
for about 42 per cent of gross fixed capital formation at home, which in 
total represented about 16 per cent of final expenditure. This rather crude 
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measure puts the demand exercised by public authorities and public cor- 
porations at 23-24 per cent of total expenditure in the economy. This 
demand, obviously, is exerted by a wide range of different “ public 
customers ’’; nevertheless, particularly in the field of capital investment, it 
is subject to a good deal more co-ordination and consultation than any 
other big element of demand in the economy. Consumers’ expenditure, 
which is about four times as large, is by definition the exercise of 
“atomized ’’ choice, while in capital investment, no other single concern 
or co-ordinated industry exerts as much demand as either nationalized 
transport or electricity do alone. 

In quite a real sense, therefore, the Government through its control of 
the public sector is often exercising the puissant commercial influence of 
private industry’s biggest single customer. In particular cases, indeed, 
this bargaining power becomes a good deal more than “ countervailing ”’: 
it may be technically, if not economically, dominant. Sales to the defence 
authorities and the nationalized air corporations must represent the over- 
whelming majority of home business for Britain’s aircraft industry. Public 
authorities and corporations are probably still responsible for more than 
half of the business of the building and civil engineering industries in this 
country. Nationalized electricity takes 35-40 per cent of the total British 
output of many kinds of electrical generating and transmission equipment; 
in the supply of nuclear power plant, the engineering consortia are con- 
fronted with nationalized industries as customer, design consultant and 
assessor, fabricator of fuel elements, and licensor of most of the relevant 
patents. Britain’s market for telecommunications equipment, and for 
electronic equipment other than the sets going into homes, tends to be 
dominated by the Post Office, the two broadcasting authorities and the 
defence services. ‘The Health Service buys about a third of Britain’s output 
of drugs and pharmaceuticals. Other nationalized industries, obviously, 
will have a similar influence over the locomotive and rolling stock industries, 
the mining machinery builders, and builders of gas-making plant (who, 
however, generally make other kinds of heavy plant as well). It may not 
be so obvious that as direct customers, quite apart from the indirect demand 
they exert through the builders of their equipment, public industries and 
authorities buy 10-15 per cent of the country’s steel, perhaps 7 per cent of 
the output of the chemical and allied trades (including more than a quarter 
of the country’s fuel oil) and perhaps 3 per cent (which is not a negligible 
amount) of the products of the textile, leather and clothing industries. 
These figures are not easy to come by or test, and represent estimates 
published for various years in the ’fifties; but they will serve to illustrate 
the order of magnitude of the public sector as a customer. 

The technical influence that its custom exerts upon many suppliers is 
reinforced at one point where, indeed, the public sector of demand probably 
exerts its greatest single influence—on research and development. Here, 
too, the figuring rests upon one official survey taken on one occasion (by 
the Department of Scientific and Industrial Research for 1955-56); but 
radical alterations would have been required since to invalidate the 
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importance this survey suggested for Government spending. At that time, 
of a total expenditure of, say, £300 millions on all forms of research and 
development, two-thirds was done inside private industry, nearly 30 per 
cent in Government establishments, and the rest in universities. But the 
Government was paying for nearly two-thirds of the £185 millions spent 
inside private industry in that year and of the £5 millions or so spent in 
industrial research associations—as well as for all the research done outside 
industry. About 70 per cent of the expenditure, and a similar proportion 
of the qualified people employed on research and development in the 
country were working directly or indirectly for the Government. 


Defence Demand for Research 


This was simply because about half of the funds and qualified people 
were employed in defence research, in Government establishments or inside 
industry on development contracts; half of the expenditure inside private 
industry, indeed, was in the aircraft industry, where research and develop- 
ment was almost entirely on Government account. ‘This is not a matter 
of pre-empting resources that civil industry could hardly spare; most of 
the facilities employed on defence research were brought into being on 
Government money, and some of the growing “ output ”’ of science graduates 
will indeed have chosen their particular fields of training as a result of 
demand exerted by defence research departments and the Atomic Energy 
Authority. Nor is it surprising that the defence industries should form in 
many fields the cutting edge of technical advance. Defence is a form of 
competition where the only economic limits are set by the total capacity of 
the economy and society’s willingness to allot resources to a technical race, 
as against the mundane limits of potential commercial return that private 
companies have to set, however gropingly, upon their research efforts. 
Certainly it is only one or two “ science-based industries ’’, such as elec- 
trical engineering (with some defence demand), petroleum, and chemicals 
that can afford research on anything comparable with the magnitude of the 
defence expenditure. 

The relevance of defence research and development to civilian technique 
is considerable, though on the fringes debatable. ‘The gas turbine, after 
an interregnum, is now proving an immense boon to civil aviation; con- 
trolled nuclear fission, if it can be made economic, offers a completely new 
source of power. The extreme demands made by aircraft and nuclear 
development, again, have provided British engineering with a repository of 
advanced production technique, much of it not yet required or even accepted 
by civilian customers. Any Government that has set in train a vast expan- 
sion of higher education to supply more scientists, and which equally hopes 
that it may achieve some real steps towards disarmament, may face con- 
siderable problems of transition. The “ release ”’ of resources from defence 
research would demand their placing in other spheres, such as commercial 
industry, which might seem inherently unable to afford research on such 
a scale. If this problem should materialize, it may well require all the 
wisdom of a Minister of Science as well as a Minister of Aviation. 
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The enduring effects of Government intervention in industry seem likely 
in the future, as in the past, to be structural. Protection by tariff and 
subsidy for agriculture means more (and admittedly, technically more 
efficient) British agriculture than we should otherwise (perhaps one should 
say simply “ can’’) afford. Protection for infant industries—and industry 
is philoprogenitive—develops them faster than would otherwise occur; but 
they usually want to cling to their swaddling clothes well past puberty. It 
is possible to see in some of the policies of Conservative Governments 
towards industry attempts to ease and promote structural as well as tech- 
nical change. ‘This is occasionally facilitated by the transfers of ownership 
their opponents and predecessors pushed through. If instead of the miners 
alone appealing for protection against oil we had coal owners lobbying as 
well, as most other producing countries in western Europe have, the 
Government might have found it harder to stick to a liberal policy on fuel 
imports. If electricity supply had not been in monopoly ownership, again, 
it might have been difficult to find any private undertaking prepared to risk 
a nuclear power programme of the original size planned on the scanty cost 
data available, let alone one of the present magnitude. On the other hand, 
the nominally private aircraft manufacturing industry would certainly not 
hang back from building a supersonic civil airliner, whereas the idea of 
operating one may give the nationalized airline corporations pause. 


‘¢ Distortions ’’ in the Structure ? 


Both Government influence on industrial location and its selective support 
of particular industries and technical ventures have been argued, at times; 
as facilitating desirable processes of change. ‘The first should certainly 
ease social transitions for particular neighbourhoods, but probably at the 
expense of the most advantageous pattern of change for the industries 
concerned. Britain is a small and rich country; for many industries loca- 
tion is not very important; the social costs of congestion are often not given 
their full value in the single businessman’s equation. Even so, there will 
be some extra costs to be borne somewhere in an economy that will be 
under competition even from other richening societies. Some of the 
technical ventures for which Government support is contemplated, again, 
are so far out ahead of any possible commercial return in present circum- 
stances as to become almost purely exploits of prestige. Prestige, again, is 
something of which a rich society can afford as much as it chooses, in com- 
parison with other desirable semi-durables. But if the distortions that 
such pursuits may introduce into a mixed economy still largely motored 
by private enterprise should become chronic (pace Mr Rodgers), it could 
be at the expense of the very affluence that is being pledged in advance. 
It is true that mail subsidies to shipping lines, more than a century ago, 
gave Britain a lead that proved decisive in the development of the steamship: 
but it was the freeing of navigation and trade from Government controls 
that provided the real base for Britain’s modern and competitive mer- 


chant marine. 
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Helping the Investor 


ODERNIZATION of the mechanics of investment is in the 
air. The Government is to appoint a committee presided 
over by Lord Jenkins to consider what reforms of legis- 
lation to protect the investor are desirable. A new Member of 
Parliament is to introduce a bill to amend the Companies Act. The Board 
of Trade is to issue new regulations dealing with the conduct of unit trusts. 
The Chairman of the Stock Exchange, Lord Ritchie of Dundee, in his 
speech at the Mansion House dinner, has called for a revision at the earliest 
opportunity of the whole system of transferring shares, which he trenchantly 
and truly described as archaic. Mr Lionel Fraser and others have written 
letters to The Times discussing the pros and cons of voteless shares. 

All these events are indicative of a general and very welcome desire to 
improve the processes of investment for the benefit, particularly, of the 
“small man’”’. ‘Together they form the topic of the day so far as the 
City is concerned and they give me my subject for this month. The 
subject, I think, divides itself naturally into two sub-divisions. There is, 
first, the matter of providing improved protection for the investor against 
avoidable loss due to fraud or other circumstances. And, secondly, that 
of making investment (and disinvestment) easier and quicker and cheaper. 

I confess that I am much more interested in the second aspect—in con- 
structive reforms rather than in obstructive. I fully agree that we cannot 
do without laws and regulations of the “‘ thou shalt not” order, but I feel 
very strongly that the key to the “‘ shareholding democracy ”’, as to all other 
forms of democracy, lies in the extension of freedom rather than of restraint. 

We have heard a great deal lately about the imperative need for reforming 
the Companies Act. Alleged abuses in respect of take-over bids, “ shell ”’ 
companies that go through chameleon-like changes of function, “* multiple ” 
afhliates formed to disguise the activities of their common parent company, 
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the issue of non-voting shares—all these are cited as pressing reasons for 
this need of reform. ‘To me there seems little substance in this contention. 
The unofficial City committee that considered take-over bids found that 
the amalgamation of businesses was a natural and necessary process in any 
industrial community and that it had “‘ almost always proved to be in the 
national interest’. ‘The committee made a number of sensible suggestions 
as to the code of behaviour that ought to be followed by persons making 
bids and by boards of companies receiving them, the most important being 
that shareholders in companies that were the object of bids should receive 
the fullest possible information at the earliest possible time. 

It made no recommendation for any amendment of the law relating to 
amalgamations and, indeed, it is difficult to see what change there could be 
which would not do more harm than good. It is surely not suggested that 
a tribunal should be set up to adjudicate on whether an amalgamation is 
in the national interest or not ? 

This same committee made a passing reference in its report to non-voting 
shares. It said that the device of dividing the equities of companies into 
voting and non-voting shares “ while it may be justified in some condi- 
tions . . . is not generally desirable’. Here again I don’t know what the 
law could usefully do about the matter. I would be dead against any 
comprehensive ban on the issue of equity shares carrying no voting power. 
It would conflict with the principle which has so long held the field that 
businessmen should be at liberty to arrange their capital structure as suits 
them, providing, of course, that everything is above board. If it is 
to be laid down that all equity shares are to carry votes, what should be 
done about participating preference shares? If a company has both pre- 
ferred and deferred ordinary shares, is the law going to stipulate what ratio 
the voting power of the former is to bear to that of the latter? Endless 
difficulties and complications will arise if once the law starts interfering in 
this matter. I don’t in the least mind the Association of Investment Trusts 
or the British Insurance Association expressing their views. If they can 
persuade the ordinary private investor that he should insist on the shares 
he buys being fitted out with votes, even though he will probably never use 
them, good luck to them. And if they can persuade the average investor 
holding shares that do carry votes that he ought to use them, good luck 
to them again. But meanwhile I don’t see why shareholders who don’t 
want votes and will never use them if they had them, should not be allowed 
to contract out at some gain to themselves by buying non-voting “A” 
shares at a lower price than that which the voting shares command. 

Now as to “ shell’’ companies and “ multiple ’’ subsidiaries of a parent 
company. Here again I am not convinced that any amendment of the 
company law is likely to prevent abuse. ‘‘ Shell’? companies arise because 
of the stamp duties and other costs of forming new companies, and very 
often because their shares were listed on the Stock Exchange. It is entirely 
right and proper that when a company undergoes transubstantiation, the 
Stock Exchange authorities should closely investigate the changes in its 
activities and should make the continuance of the quotation conditional 
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upon their being satisfied by the results of their investigation. This, in 
fact, is their avowed practice, but it would seem that in some cases the 
deed has not matched the will. ‘The remedy, of course, is for the Stock 
Exchange Council to tighten up its reviewing procedure, and Lord Ritchie 
has in fact said that it will do this. Unless we are to be saddled with an 
official ‘‘ Securities and Exchange Commission ” on the American pattern, 
which few people would desire, the law would be quite incapable of handling 
such elusive problems as those which these shell company manipulations 
can throw up. 

As for the multiple companies, they are the spawn of the mistaken 
monetary policy which sought to fight inflation by fixing maximum borrow- 
ing limits (at one time £50,000 and later £10,000) for individual borrowers. 
At the height of the credit squeeze it might well seem worth the while of 
an ambitious and energetic operator in real property to float a hundred or 
two hundred subsidiaries to his main company if he was thereby enabled 
to borrow {1 million or £2 millions instead of £10,000. 

Now that the credit squeeze and the borrowing limit have both dis- 
appeared, it seems unlikely that financiers will again find it worth while to 
proliferate subsidiaries on this scale. These multiple companies have, 
however, attained a certain notoriety by reason of the recent affair of the 
State Building Society, which saw fit to advance an aggregate sum of several 
million pounds split up into small mortgages, to a group of property com- 
panies, without allowing the fact to become apparent. 


Building Societies—What Further Restraints ? 


This incident opens up the whole question of whether the law relating 
to building societies needs amending, and if so how. ‘The immediate issue 
raised by the case of the State Society is quite a narrow one and one which, 
taken by itself, it is not difficult to deal with. Under the Building Society 
Acts societies are required to give in schedules appended to their annual 
accounts a variety of information relating to individual mortgages. ‘They 
are required in particular to list those which are in default in respect of 
payment of interest or repayment of capital and those on which the out- 
standing debt is £5,000 and over. It had not occurred to the draughtsmen 
of the Acts that where advances were made to a group of affiliated companies, 
disclosure of the aggregate amount of such advances was called for. But 
the Chief Registrar of Friendly Societies has power to amend the schedules, 
and since the State trouble came to a head he has issued a new regulation 
requiring this information to be given. 

Now to the wider issues. ‘They aretwo. First, should building societies 
be allowed to lend, on any terms and in any amounts, to property com- 
panies or to “speculative ’’ builders or, indeed, on any property other 
than privately-owned houses? And, secondly—and this applies not only 
to building societies but to hire-purchase and other finance companies— 
should such institutions be permitted to advertise publicly for deposits 
without some official authorization ? 

Some people may think these questions easy to answer. I find them 
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difficult. In the first place, the building societies have never yet been 
placed under any official restraint as regards the properties on which they 
may lend as mortgagees. All societies do, in fact, lend on property other 
than owner-occupied houses or other houses owned by private persons. 
Many of them, including the biggest and best, make loans to builders for 
the development of housing estates and to property companies owning 
blocks of flats or houses for letting. The leading societies lend only a modest 
proportion of their total funds to these commercial borrowers. ‘They can 
plead justification for doing so in the fact that they are, after all, helping 
to provide dwelling accommodation just as surely as if they were making 
loans solely to owner-occupiers. They can claim that they have on occasion 
been specifically asked by Governments to help towards the building of 
houses for letting. They can point out that, inasmuch as they charge 
substantially higher rates to commercial than to private borrowers, they are 
in fact cheapening the cost of borrowing to the latter. 

I am against placing any further restrictions on the building societies’ 
lending activities. And I would point out that there is no evidence that 
building societies which have recently got into trouble have suffered loss in 
respect of their duly executed mortgages on real property. Some societies, 
indeed, have been severely hit by loss through depreciation of long-term 
Government securities which they unwisely included in their reserves—but 
that is a totally different story. In this matter, as in so many others, I hold 
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that the true safeguard for the investor is publicity. Let the building 
societies be compelled to make adequate disclosure of the nature and size 
of their loans and otherwise leave them free to carry on their business as 
seems right to them. 

On the question of freedom to advertise for deposits, on the other hand, 
I feel that on balance the weight of argument favours some kind of licensing 
system. It is absurd that City editors should have to waste time advising 
correspondents not to invest in some finance houses that advertise exten- 
sively for deposits in the press. It is fantastic that companies should be 
free to advertise for money at high rates of interest without ever having 
produced a balance sheet. If we are to have anti-share-pushing legislation 
at all, such glaring gaps in its fabric ought surely to be stopped. 

But now to the more constructive side of this question of financial reform 
—how to make the processes of investment easier and quicker and cheaper. 
As one who at intervals over the last thirty years and more has declaimed, 
without effect, against the infuriating cumbersomeness of our registered 
share transfer procedure, I particularly welcome Lord Ritchie’s declaration 
on the subject. Never before, to my knowledge, has anyone in his high 
position spoken out so straightly. It almost persuades one that at last 
something will be done about it! 

As to what should be done, there are various possibilities, all of them 
I think needing some change in the Companies Act before they could be 
brought into operation. ‘The keys to the greatest possible simplification of 
registered stock or share transfers are (a) that the transfer should be 
printed on the back of the stock or share certificate instead of on a separate 
deed, and (db) that the signature of the transferee should not be needed for 
the transfer of stock into his name. The first of these devices is the basis 
of the American share warrant, the transfer clause on the back of which is 
commonly executed in blank by the owner of the warrant, which then 
becomes equivalent to a warrant to bearer transferable by delivery. The 
second was an element in our “ inscribed stock ”’ system which, after ren- 
dering good service to the City for a couple of centuries or so, became a 
casualty of World War II, when it was superseded, so far as British Govern- 
ment and municipal and dominion and colonial stocks are concerned, by the 
transfer deed system. 

Another casualty of the war was the share certificate to bearer and the 
bearer bond. So far as British institutions were concerned, the further 
issue of bearer certificates was prohibited as part of the network of exchange 
controls designed to prevent the export of capital by residents of the United 
Kingdom. In pursuance of the same purpose it was laid down that all 
bearer certificates must be deposited with an “ authorized depositary ”’, 
i.e. a bank or stockbroker. The owner of a bearer bond or bearer share 
warrant was forbidden and is still forbidden to have it in his possession. 

In wartime that may have been a legitimate restriction on the liberty of 
the individual. I submit that with Great Britain’s recovery to economic 
robustness it is no longer so. I submit that the ban on bearer bonds must 
now rank as grandmotherly legislation. The restrictions on the issue and 
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transfer of bearer warrants ought to be withdrawn at once. If they were 
withdrawn it is obvious that the use of such documents of title would greatly 
increase, for, though precautions have to be taken to prevent theft, they 
clearly provide the cheapest and most convenient method of transfer of 
ownership of securities. 

Such a measure of enfranchisement of the investor in stocks and shares 
would, of course, be incompatible with the retention of the 2 per cent 
stamp duty on transfers Of registered stocks and shares. 

To say that, however, is but to underline the urgency of removing these 
obsolete and vexatious fiscal survivals from the eighteenth century. At that 
time, when taxes on incomes were unknown, stamp duties were an essential 
source of revenue. In these days they are as useless and as troublesome 
as the vermiform appendix. They contribute barely 1 per cent to the 
national revenue—even in 1913 their contribution was 5 per cent—they are 
a tax on capital and a drag on a wide variety of business transactions. 

Tremendous hopes of increasing industrial production and _ national 
prosperity are entertained of the 1960s on which we are about to enter. 
Let the Government, which has made many promises to help and encourage 
the small investor, start the ’sixties off on the right foot by abolishing the 
transfer stamp duty which bears so heavily on those small investors who 
have the legitimate ambition to share in the prosperity of industry by 
investing their savings in equities or 1n unit trusts or other institutions which 
do such investment for them. 
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BRITISH BANKS IN TOWN AND COUNTRY 


District Bank, Oxford 


educationalists marked the beginning of a period of change. Until 
that time, Oxford had slumbered peacefully, a place of fine archi- 
tecture, dedicated scholarship and after-dinner port. Although the educa- 
tionalists were concerned only with the University, not many years passed 
before Oxford was invaded by industry. This inevitably brought much 
rebuilding—most of it bad, congested traffic conditions, and, over-all, a 
great loss of character. 
Oxford to-day is difficult to describe accurately in general terms. It is 
a hotchpotch of good, bad and indifferent architecture. Fortunately it is 
still possible in some parts of the city to recapture the feeling of the earlier 
Oxford. It is good, for instance, to note the fine quality of one of the 
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, ‘HE movement towards university reform initiated by the Victorian 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 


banks—the District Bank in the High—a clever adaptation of old premises 
to meet the requirements of modern banking. The old overhanging gables 
were at one time a feature of Oxford’s architecture. The Doric colonnade 
has just the right touch of severity and distinction and the colouring—pale 
buff stone and greyish wall above—makes the whole building very agreeable. 
The bank adds to the pleasures of the High and is a suitable foil to 
Hawksmore’s Queen’s College across the road. 
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Reforming the Truck 
Acts 


By A SPECIAL CORRESPONDENT 






T the end of July last the Minister of Labour announced the 
setting up of a committee under the chairmanship of Mr David 
Karmel, QC, Recorder of Wigan, to review the operation of the 
Truck Acts in modern conditions. In October the Committee 
held its first meeting and invited submissions from interested parties. 
In the past three years there has been a great deal of public interest in one 
aspect of the Truck legislation—the 1831 Act that prevents the payment 
of wages through the banking system—but practically none in any of the 
other ways in which the Acts may be out of date. ‘The desirability of 
amending the law as regards the payment of wages is now accepted by the 
Government and a bill is promised for this session of Parliament; the 
Karmel Committee will investigate the modern application of the Truck 
Acts in other directions. ‘There is still some concern, however, in certain 
quarters, notably the trade unions, about the wages reform, and this article 
attempts to put that reform into perspective both with its banking and 
social background and with the less publicized reforms that the Committee 
will be considering. 

The purpose of the Truck Acts is well enough known. The Act of 
1831 was the latest of a long series of attempts by Parliament, stretching 
back to the fifteenth century, to prevent unscrupulous employers from 
paying their workpeople in kind in such ways as to reduce their proper 
remuneration. A workman who was compelled to take a part of his wages 
in goods from the company’s shop was not, even when the goods gave him 
full value, getting as complete a reward as another workman who could 
spend his cash where he wished; and very often the goods were not in 
themselves full value. ‘The possibilities of abuse were substantial; unfor- 
tunately the statutory efforts to prevent it met with only limited success, 
and even the 1831 Act was far from completely effective. It was followed 
by supplementary Acts in 1887, 1896 and 1940; the general requirements 
of the Acts may be summarized as being (a) that all wages of “‘ workmen ”’ 
must be paid in cash (with certain exceptions in the case of agricultural 
workers), and (b) that no deductions from wages can be made, or fines 
levied, beyond those permitted in the Acts. 
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The general desirability of the principle upon which the Truck Acts are 
founded is incontrovertible. But there is clearly no such compelling 
reason to-day as there was even fifty years ago for such legislative protection 
for wage earners; indeed, it can be said that the strength of organized 
labour in recent years has done more to stop any surviving truck abuse 
than the Truck Acts themselves could do. Conditions have changed in 
other ways, too. Is the provision of a works canteen, in which subsidized 
meals are sold cheaper than they can be bought “ outside ’’, an infringe- 
ment of the Truck Acts? Can luncheon vouchers, already given to office 
staff, not be legally given to factory hands? And of course—the question 
underlying all Truck Act questions—what is a “ workman” ? 

For the purposes of the Acts the definition of a “‘ workman ”’ is that of 
the Employers and Workmen Act of 1875; and that Act, and the cases, 
leave the matter in some doubt. The amount of manual labour involved 
in any particular employment is the criterion of whether an employee is 
a ‘‘ workman ”’ or not, but on the borderline there are some strange anomalies, 
and these may well become more numerous as the mechanization of manual 
processes continues. It is clear, however, that it is the nature of the work, 
not the frequency of payment, that brings the Truck Acts into operation; 
so that the business reported in The Times last June as paying all its 
employees through banking accounts on the grounds that they are all 
employed on a monthly basis at a monthly salary, would not seem 
necessarily to be within the law so far as any manual workers amongst 
the employees are concerned. 

The Committee will no doubt be examining this question of definition, 
and may well come to the conclusion that to-day a more useful distinction 
can be drawn between employees paid weekly and those paid at longer 
intervals, or perhaps between those paid monthly and those paid at shorter 
intervals: in short, between what are generally known respectively as 
salaried employees and wage earners. It will also be considering a variety 
of possible deductions from wages that are now either clearly outside the 
Acts or only doubtfully within them: contributions to approved pension 
schemes whether or not membership of the scheme is a condition of the 
employment, instalment payments for shares in co-partnership schemes, 
and payments for mortgage instalments in company house-purchase schemes, 
are notable examples of deductions regarding which “ workmen”’ are now on 
a different footing from other employees. It does not, of course, follow 
that, on these or other matters before the Committee, complete parity of 
treatment between the two types of employee is desirable, but certainly the 
power of organized labour to protect itself is a very relevant factor in the 
discussion. And some trade union support at least will surely be forth- 
coming for the view that parity of treatment, even including marginal risk 
of exploitation (which has never been absent in the case of salary earners), 
is an acceptable condition of the substantial increase in status that some 
of the changes envisaged would involve. 

There seems little danger of any of these matters becoming seriously 
controversial. ‘The consolidating and amending Act that the Committee 
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will probably recommend may call for careful and detailed examination, 
but there is no present prospect that any great heat will be generated in 
the debate. ‘The possibility of paying wages through the banking system, 
however, has already produced more heat than light, and although the 
principle has been accepted, notably by the National Joint Advisory Council 
to the Ministry of Labour at the meeting in which they suggested the 
setting up of the present Committee, it is clear that the trade union repre- 
sentatives on the Council did not speak for the movement as a whole. 
Moreover, the National Union of Bank Employees, looking at the matter 
from a quite different viewpoint, has expressed its concern at possible over- 
work of bank staffs. 

It is perhaps worth pointing out that the 1831 Act, which laid down as 
its basic proposition that wages should be paid in cash, at once made a 
substantial exception: payment by cheque was expressly permitted, provided 
that the cheque was drawn to bearer, on a bank within fifteen miles of the 
place of payment. ‘The free consent of the workman was, of course, 
necessary; and the bank had to be one licensed to issue bank notes. It is 
that last proviso that is now considered to bar the general use of cheques 
as a means of wage payment; thus what was obviously in the circumstances 
of the time a very wide exception has been lost—not through any desire 
to increase the protection of the workman but because, in the intervening 
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years, the evolution of the banking system that has so strengthened the 
banks has removed from all but one of them what was in 1831 a measure 
of their respectability. 

It can be said, therefore, that whoever seeks now to continue the protec- 
tion of this aspect of the Truck Acts is sheltering behind something that 
was never designed for the purpose—that was, indeed, expressly designed 
for the opposite purpose. It can be said, too, albeit more hesitantly, that 
there is some doubt about whether the Acts would to-day be held to have 
the effect generally attributed to them. In a test case it would be necessary 
for the workman, having freely consented to be paid by cheque, and now 
admitting that he had obtained full value for the cheques he had received, 
to ask the Court to order a second payment of the amounts involved, in cash. 
It is at least possible that the Court, looking particularly at the 1831 proviso, 
would refuse to hold that the particular bank’s loss of the right of note 
issue entitled the workman to make any such claim. 

On these two points alone a powerful case can be made for legislation to 
put the matter beyond all doubt: it is manifestly absurd that we should be 
tangled in a legalistic argument of this kind. But it is possible to go 
further, and express doubt about whether the distressing consequences of 
reform that have been freely canvassed recently in some quarters would 
in fact materialize. ‘Those consequences can be summarized as (a) an 
unmanageable increase in the number of cheques to be cashed weekly, by 
the banks or by shopkeepers; and (b) pressure on workmen to accept their 
wages in a form much less convenient than cash. 

Strangely enough, it has not been widely remarked that the Truck Acts 
do not run in Scotland. It would seem reasonable to ask whether through 
the years there has been any marked difference between England and 
Scotland in wage-paying habits. In fact there has been virtually no 
difference, which should to some extent allay English fears. Only, of course, 
to some extent; the publicity given to this matter in recent years makes it 
possible that when the supposed legal barrier is removed there will be a 
substantial move towards wage payments through the banks. 

This, however, does not seem very likely. There is a continuing class 
barrier that makes many wage earners distrustful of the banks. (It is a 
Scottish bank that has lately been conducting a useful market-research 
exercise into the bases of this distrust.) It need hardly be said that, just 
as the 1831 proviso was subject to the workman’s consent, so must be any 
present legislation on the point; indeed, it would appear that the Govern- 
ment bill is to make wage payment through a bank depend on the work- 
man’s request, rather than his mere assent, and although this difference 
will be in most cases no more than a matter of form, it will still be mildly 
deterrent to any great snowball effect. It is evident that no sensible work- 
man will freely accept a cheque for his wages if he has no banking account, 
for without such an account a cheque is very much less convenient than cash. 

A number of salary earners admittedly are already being paid by cheque 
although they have no banking account, and they do muster in the banks 
on pay days to cash their cheques. But there are no valid grounds for 


749 








inferring that there would be a parallel tendency amongst wage-earners, if 
only because a weekly trip to the bank is rather more than four times as 
inconvenient as a monthly one. Moreover, if a majority of any employer's 
workpeople have no banking account, and so refuse to accept anything but 
their accustomed cash, is it likely to be a great economy to pay the minority 
through the bank ? 

In a broadcast last July, Mr Peter Masefield, speaking as an employer, 
suggested that there would be no economy in a half-and-half introduction 
of wage payments through the banks; better, he said, to keep to cash. In 
the same broadcast Mr R. G. Thornton, a General Manager of Barclays 
Bank, made the point that it is a great pity that the topic has ever been 
discussed under the title of ‘‘ wages by cheque’’: if, he said, employees 
are prepared to have bank accounts to which their wages can be transferred, 
then almost all the objections that have been so widely debated would 
disappear. If, as has been suggested above, it is only the employee with 
a bank account who will ever give up his right to cash payment, then it 
seems plain enough that wages by transfer to that bank account are at once 
more efficient from the employer’s point of view, more convenient for the 
employee and less trouble to the banks and the shopkeepers, than payment 
by cheque would be. On these grounds it is at least arguable that what- 
ever comes out of the movement for reform it will not be payment by 
cheque on any wide scale. 

It is arguable, too, as Scottish experience bears witness, that in any 
event no widespread change will come about in advance of the gradual 
increase in the number of wage-earning accounts. It 1s common experience 
in the banks that an increase of this kind is taking place—Mr ‘Thornton 
disclosed that whereas in May, 1954, 10 per cent of all new accounts 
opened in his bank were for people who were paid weekly, in October, 
1958, the figure was 16 per cent. This movement is likely to continue, 
and may gain momentum; when wage payments through the banks are 
possible they may not, if Mr Masefield is right, add at all appreciably to 
that momentum. 

In this general survey it has not been possible to discuss the two 
Wages Bills introduced in the last Parliament, the first by Mr Graham 
Page, the second by Mr Patrick Maitland supported by Mr Page and 
others. ‘These did brave pioneer work—and not only on the most publi- 
cized feature of Truck Act reform: on a different scale from any of the 
points discussed in this article, the clause in each bill permitting “ rounding 
off’’ to the nearest pound would effect some appreciable accounting 
economies. But there will now be a new bill, and later, in all probability, 
another, that will build on these foundations. ‘The dangers of the first, 
controversial but straightforward reform, like those that in anticipation 
surrounded the Cheques Act, are likely to prove illusory; the benefits both 
of the banking side of the reform and of the wider aspects with which the 
Karmel Committee is now concerning itself will be a little more freedom 
of movement and the removal of some tiresome anomalies from the law of 
master and servant. 


ANNUAL BOOK 
SURVEY 





INE TEEN-FIFTY-NINE is unlikely to be accorded a dis- 
tinguished place in the history of economic thought, but any 
person wrestling with the day-to-day problems of economics or 
finance will look back on its output of books with deep gratitude. 
If the year has produced, so far as can be discerned at present, no startlingly 
path-breaking works, it can at least claim an unparalleled series of descrip- 
tive and explanatory studies. It is safe bet that many of these will remain 
standard works of reference for many years to come. A year that contained 
both the Report of the Radcliffe Committee on the working of the monetary 
system and Sir Herbert Brittain’s authoritative study of The British Budgetary 
System* could, of course, hardly fail to be outstanding in this respect. What 
mukes 1959 more remarkable, however, is that these classics have been 
backed up by several informative studies that have added vastly to public 
knowledge of the workings of other institutions—or, at least, provided a 
convenient source from which that knowledge can be readily obtained. 
Before mentioning the most notable of these, however, let us glance at 
the past year’s contribution to economic theory. A most welcome new- 
comer to the bookshelves, particularly in Radcliffe year, is the third volume 
of Sir Dennis Robertson’s Lectures on Economic Principles. ‘This slim book 
—it runs to no more than 164 pages—presents Sir Dennis’s ponderings on 
monetary and banking problems (‘‘ this has always been to me the most 
interesting part of economics ’’) with an economy and elegance of style 
that disguise—at times, perhaps, too deceptively—the extent of the rumina- 
tion that lies behind them. ‘This is not an easy book—which makes it 
even more welcome that this famous series of lectures has now been com- 
mitted to print. It seems to suffer at times from excessive condensation, 
and throughout it presupposes a thorough knowledge of basic monetary 
theory. But it is abundantly worth reading—and it is an object lesson not 
only in lucid exposition but also in the art of relating theory to experience. 
Part of the ground covered by Sir Dennis is also covered, in considerably 
more detail, by another Cambridge economist, Mr R. C. O. Matthews, in 
The Trade Cycle. Mr Matthews is concerned with “ real”’ rather than 
‘“monetary’”’ explanations of the cycle and, in the Keynesian tradition, 





* Publishing details of this and all other books mentioned in this article are given in a 
classified list on pages 771-74 of all publications received during the year. 
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seems to regard stagnation rather than inflation as the greater long-term 
peril. ‘The implicit assumptions that underlie parts of the book may not 
be acceptable to every reader; but unquestionably it is an extremely com- 
petent survey of modern trade cycle theory and a worthy addition to the 
series of Cambridge economic handbooks. On a more elementary plane 
Mr A. C. L. Day has written an excellent little introduction to monetary 
theory entitled The Economics of Money, for the general reader for whom 
Mr Day’s more comprehensive Outlne of Monetary Economics is too 
advanced. 

The year’s quota of general textbooks is distinguished by Professor 
G. L. S. Shackle’s presentation of “‘ the essence of economics in good, 
plain English without diagrams or mathematics’’ under the courageous 
title Economics for Pleasure. ‘This is undoubtedly a tour de force. Professor 
Shackle, perhaps best known previously for his recherché writings on 
expectations, has produced a book that in one respect exceeds the claims 
of the publishers’ blurb: he has done more than present the essence of 
economics, he has included some very sophisticated theory—as, for instance, 
in his discussion of the multiplier Indeed, he has even managed in the 
space of one short chapter to outline B6hm-Bawerk’s theory of capital and 
the basis of the controversy between Keynes and Hayek. But after duly 
applauding his ingenuity one is left wondering whether the significance of 
such esoteric episodes will be grasped by the businessmen, politicians, 
journalists, etc, to whom, presumably, the book is addressed. In this 
respect it would seem to be far more useful to the student. Equally, while 
acknowledging the usefulness of explaining the convergent series of the 
multiplier in terms of the race between Hercules and the tortoise with the 
fifty yards’ start, is it not eschewing “ mathematics ”’ almost to the point 
of absurdity to write “the multiplier’s equilibrium value is equal to: [one 
divided by (one minus the marginal propensity to consume)]’’ ? None the 
less, it is a most enjoyable and stimulating book. Students who prefer to 
see the essence of economics expounded with all the usual paraphernalia of 
diagrams and formule might look instead at Professor Brainard’s Economics 
in Action, the latest of those all-embracing tomes to come across the Atlantic. 
The book contains many good descriptive passages and its chapters are 
rounded off by such searching questions as: is a gun in the hands of a hired 
murderer a capital good ? and: is a government bond money ? 

More advanced students who are undaunted by a rather formidable 
display of formulz may be recommended to Social Accounting and Economic 
Models, a trim little book in which Richard Stone and Giovanna Croft- 
Murray guide the reader through the intricacies of social accounting, input- 
output matrices and elementary models of economic behaviour. The 
authors have provided a good introduction to the latest tools of economic 
analysis—and they have studiously avoided the pitfall, which entraps so 
many writers in this abstruse field, of regarding model building as in some 
way being an end in itself. Incidentally, the layman can obtain a useful 
insight into the nature and techniques of modern mathematics from Mathe- 
matical Ideas by Jagjit Singh. 
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The application of economic theory in the modern world forms the 
theme of Professor K. E. Boulding’s Principles of Economic Policy. Any 
excursion into this twilight area of economics runs the risk either of being 
trite or of being cranky. At times Professor Boulding does not appear 
entirely to have escaped the former risk, but as the book goes on the im- 
pression grows stronger that he has much that is both original and very 
sensible to say. In the closing chapters he throws an illuminating light on 
some of the fundamental issues. Here, for instance, is part of his dis- 
cussion of the dilemma—of which everyone must at some time be conscious 
—between the prudential (typified by the economist, banker or accountant) 
and the heroic (typified by the hero or artist): 

it seems necessary for man to combine in some degree both these value 
systems, however incompatible they may be. Without the heroic, man is a 
dull dog, a creature of the counting house, a cold, calculating earth-bound 
creature. ... Without the prudential man is an impossible dreamer, flying 
to the sun and falling into the sea, ending in a nightmare of illusion and 
unreality, fantasy and madness. Somewhere between the dullness of the 
prudential and the madness of the heroic there must be an ideal human 
posture toward the splendid and dreadful universe in which man finds 
himself. Because of the basic incompatibility of these two ideals, however, 
it may be impossible for a single individual to attain his ideal... . But 
perhaps in the larger framework of society these incompatibles may be 
resolved: the heroes break through the crust of established order to set great 
dynamic processes in motion—these are the prophets, the saints, the poets, 
the conquerors, the revolutionaries. ‘Then the prudent come along behind 
them and fit the pieces together in a new establishment—these are the priests, 
the popes, the professors, the politicians and the businessmen. 


Far more exciting to be a hero! But those millions of us destined to lead 
a more mundane life may at least find some consolation in Professor 
Boulding’s conclusion that the twentieth century has suffered from a great 
excess of romantic heroism in places where prudence is more appropriate. 

In a more specialized field, Readings in the Economics of Taxation—the 
latest addition to the American Economic Association series—collects 
together many justly famous articles on tax policy. 


Inflation—Costs or Demand ? 


The art of diagnosis that must lie behind any successful application of 
principles is Ulustrated impressively in Professor Hicks’s Essays in World 
Economics. ‘This collection includes some of the author’s best known 
articles since the war—though regrettably not his stimulating paper on The 
Future of the Rate of Interest—and some of his writings on the under- 
developed countries. Inevitably, the choicest bloom in the bouquet is 
A World Inflation ?, now published in full for the first time but already 
commended by the Radcliffe Committee, to whom it was submitted as 
evidence. ‘This is certainly the most convincing presentation of the argu- 
ment that the inflation suffered by Britain and many other countries between 
1950 and 1957 was attributable principally to the extent of the devaluation 
of 1949. ‘To state the thesis thus baldly is to do far less than justice to 
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the subtlety of Professor Hicks’s analysis. His conclusion is that the 
inflation of the ’fifties has not been a “‘ vicious spiral ”’ but a consequential 
adjustment (via import prices, the cost of living and wages) to under- 
valuation. And since Professor Hicks apparently believes that that process 
of adjustment has now been completed he rates quite highly the prospects 
of maintaining the present stability of prices. A weakness of the under- 
valuation argument, of course, is that it offers no explanation of the con- 
tinuance of inflation in the dollar countries, which—though much less 
marked than that in the devaluing countries—surely requires some explana- 
tion before any predictions of the future can be confidently given. 

Such an explanation is attempted by Professor Duesenberry in a paper read 
before the American Assembly last May and published, together with other 
papers at the meeting, in Wages, Profits and Productivity. Professor 
Duesenberry, speaking of America, is clear that “‘ rising wages are primarily 
responsible for the rise in prices since 1951’, but unlike so many writers 
on this subject he takes this as the starting point of his analysis, not as its 
conclusion: “‘ [it] does not tell us what caused the inflation, it only shows 
that the causes worked through wages’’. He demonstrates that neither 
the cost-push theory nor the demand- pull theory affords a sufficient explana- 
tion in itself; he finds the true explanation in the interaction of the two. 
In the same volume the cost-push theory is well argued by Professor 
Lloyd G. Reynolds, who also retails what may be termed the “ Sears, 
Roebuck ” test of inflation: 

Give a sample of consumers a 1949 Sears, Roebuck catalogue and a 1959 
catalogue. Give them also $1,000 each, and permit them to order from 
either catalogue. If they choose the 1959 catalogue . . . this must mean that 
quality increases have outweighed price increases and that the price level 
has not risen in any significant sense. 
But may not this choice also in part reflect the cost of keeping up with the 
Jones’s ¢ 

The compatibility of free collective bargaining and price stability is 
discussed, in a British context, by Mr B. C. Roberts in 7rade Unions in a 
Free Society. Mr Roberts rejects the arguments put forward for a national 
wages policy and believes that “ given a definition of full employment 
which recognized that price stability requires an average unemployment 
over the course of the cycle of two and a half per cent, there is a good chance 
that relative wage and price changes would settle down at levels that did 
not provoke inflation. ‘This would mean’, he continues, “ that the par- 
ticular problems of structural unemployment that have long beset areas of 
England, Scotland and Wales would require specific solutions rather than 
an increase in the general level of demand to a point that would inevitably 
produce inflationary results’. ‘The problem of inflation in modern Britain 
is discussed from another angle in Dr Paul Einzig’s The Control of the Purse. 
Dr Einzig’s thesis, as summarized in a foreword by Lord Kennet, is that 
‘the control of national expenditure by Parliament, and by the people 
through Parliament, has diminished, is diminishing, and ought to be 
increased’. ‘This thesis is supported with a wealth of historical detail. 
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Dr Einzig’s rather chilling conclusion is that “‘ the remedy against extravagant 
spending and excessive taxation lies in the hands of the great masses of the 
electorate. Pressure in the constituencies could and should be able to 
revive the spirit of retrenchment. Without it the country is doomed to 
inflation ’’’. Is the outlook really as bleak as this ? 


Reinforcing the Reference Shelf 


As already noted, the shelf of reference books has been very powerfully 
reinforced this year. A most welcome addition is Anow Your Ministry, the 
republication between stiff covers (and with some substantial revisions) of 
the series of articles on the organization and functions of Government 
departments that first appeared in the Midland Bank Review. A similar 
service has been performed for European Organizations by Political and 
Economic Planning: not the least of its virtues is a list of the names that 
lurk behind such cryptic initials as AGARD, ATIC, COBECHAR, ELIA 
and FEB. From PEP also have come Mrs Miriam Camps’s revealing 
account of The Free Trade Area Negotiations and her preliminary survey of 
The European Free Trade Association (the ‘“‘ Outer Seven’’). Oxford has 
supplied two outstanding works of reference: a new edition of the Oxford 
Economic Atlas of the World and a further volume of the Dictionary of 
National Biography, containing the lives of 725 eminent men and women 
who died between 1941 and 1950 and including Professor E. A. G. 
Robinson’s delightful tribute to Keynes. For the banking specialist, the 
Federal Reserve Board has compiled All-Bank Statistics: United States, 
1896-1955, a massive volume that includes statistics for all American banks 
by class and by state for the years 1896-1955, together with much descriptive 
and explanatory material. For the specialist in the practical problems of 
international investment Stevens have published an invaluable aid. Legal 
Aspects of Foreign Investment, edited by W. G. Friedmann, and based on a 
series of authoritative articles on the legal conditions governing foreign 
investment in forty leading countries. And for the specialist in company 
affairs, and the practical investor, O. W. Roskill & Co have compiled a new 
edition of Who Owns Whom, the highly enlightening directory of the owner- 
ship of subsidiary companies, now supplemented by a second volume listing 
the subsidiaries of each parent company. ‘The effects of take-over bids, 
amalgamations and the other forms of association that are transforming the 
ownership of industry and leading to greater concentration are duly reflected. 
The diversity of the interests of many companies revealed in this directory 
is impressive: Great Universal Stores, for instance, has no less than 178 
subsidiaries listed under its name. 

The year has also been graced by a new edition of The Bill on London, 
the excellent account of the whole business of dealing in bills of exchange by 
Gillett Bros. ‘This new edition, it hardly needs saying, has been produced 
as admirably as its predecessor. ‘The Federal Reserve Bank of New York 
has put students of international finance further in its debt this year by 
publishing two additions to its series of descriptive monographs. ‘The 
first, The New York Foreign Exchange Market, by Alan R. Holmes, closes 
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with a discussion of the relationship of spot and forward rates—noting that 
in recent years the incentive for covered movements of funds from New 
York to London has at times exceeded 4 per cent (indeed, in the spring of 
1954 it exceeded 1 per cent). ‘The unresponsiveness of short-term funds 
to interest differentials, which a margin of this size implies, 1s attributed 
partly to the heavy domestic demands on the banks for credit and partly 
to the fact that non-bank investors are not generally accustomed to such 
operations. Mr Holmes believes, however, that American investors are 
becoming increasingly conscious of such opportunities and that the move to 
convertibility will lead to closer relationships between the New York and 
London money markets. The second monograph, The Money Side of 
“ The Street’’, by Carl H. Madden, is concerned principally with the New 
York money market: it describes with admirable lucidity (in a very American 
style) the functioning of the market and the operations of the Federal 
Reserve in it. Both these books are essential reading for any student of 
international monetary affairs. 

Mr John Brooks’s The Seven Fat Years, which also deals with “ the 
Street ”’ (though from a rather different angle), can hardly be called essential 
reading, but it is wonderfully entertaining and unexpectedly instructive. 
The seven fat years of the title are the booming ’fifties on Wall Street: the 
book, which is based on articles that appeared in The New Yorker, is 
intended as an irreverent chronicle of the doings or misdoings of some of 
the colourful participants in “‘the greatest boom on record’’. Clearly, 
there is ample scope for Mr Brooks’s mordant humour in this “ wild and 
spirited chapter in the annals of the relationship between people and 
money’’. And yet Mr Brooks is a far more sympathetic chronicler than 
his dust-cover suggests: the picture of Wall Street that emerges is not one 
of unalloyed self-interest—the greed and the graft are there, of course, 
but so too are the elaborate precautions taken to protect the small investor, 
the openness, the unstufhiness and, in one particular case, the chivalry. 
On the whole, Wall Street comes out rather well. 


Central Bankers and Central Banks 


One of the key figures in an earlier and even more celebrated boom is 
the subject of a biography by Lester V. Chandler—Benjamin Strong, Central 
Banker. Mr Chandler brings out the tremendous contribution that Strong 
made to American banking as Governor of the Federal Reserve Bank of 
New York after its establishment in 1914 until his death in 1928. He also 
brings out the great contribution that Strong made to international mone- 
tary co-operation in the nineteen-twenties, a concern, personal as well 
as official, that shows clearly in his correspondence with Montagu Norman. 
How far that concern caused Strong to turn to easy money in the mid- 
twenties and how far that turn contributed to the speculative fever of the 
American boom are, perhaps, still open questions. But, as this biography 
shows clearly, Strong’s motives are beyond question: “ It seems a shame ”’, 
he wrote to Norman in November, 1925, “ that the best sort of plans can 
be handicapped by a speculative orgy... .’ ‘The other outstanding 
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biographical study of 1959 is The Spare Chancellor—a life of that most 
remarkable of all Victorians, Walter Bagehot, by Alastair Buchan. Mr 
Buchan is a discerning biographer and keeps the study to an admirable 
length. Here again is an appropriate book for Radcliffe year—Bagehot, 
among his multifarious achievements, “‘ invented ”’ the Treasury bill. 

The problems of central banking in the modern world are well illustrated 
by Dr E. P. Neufeld in Bank of Canada Operations and Policy (an expanded 
and revised version of his Bank of Canada Operations, 1935-54). The first 
chapter discusses the highly topical problem of the relationship between 
the Bank of Canada and the Government and a subsequent chapter appraises 
the techniques of control employed by the Bank. The principal interest 
here resides in the policy, adopted in 1956, of fixing Bank rate } per cent 
above the current rate on Treasury bills. ‘This policy was adopted to 
ensure that Bank rate was always a penalty rate and to spare the money 
market, in the Bank’s own words, “ unexpected, unpredictable, infrequent 
and relatively large changes in the Bank’s lending rate ’’, which “‘ were 
known to have a disturbing effect on business in general’’. But as Mr 
Neufeld points out, “*. ..a ‘ floating ’ Bank rate is not essential for keeping 
it above Treasury bill rate, and it may be wondered whether the ‘ dis- 
turbing’ effect which an officially inspired change in the rate had on 
business was not what was wanted under the circumstances .. .”’ 


Smiths—and Other Histories 


The list of bank histories has been further lengthened this year. Pride 
of place, undoubtedly, must be given to Mr J. A. S. L. Leighton-Boyce’s 
Smiths the Bankers. ‘This is the story of a remarkable banking enterprise, 
which started as early perhaps as 1658—the evidence is scanty, but a good 
case can be made out for that date; Smiths may thus have been the first 
of all the country banks. From Nottingham the business expanded through 
associated partnerships to London, Lincoln, Hull and Derby; Mr Leighton- 
Boyce skilfully uses his material to paint a picture of country and London 
banking in the late eighteenth and nineteenth centuries. The story has 
rather less than an entirely happy ending since the energy and vision that 
had established the dynasty, and is so apparent still in the family, failed it 
at the beginning of this century: it was then suggested that the five banks 
should amalgamate in joint-stock form, following the example of the 
Barclays and the Gurneys, but not all the partners could agree on this 
course, and in 1902 they allowed themselves to be taken over by the Union 
Bank of London. ‘The years since then have seen the family still a powerful 
influence in banking; certainly the story of the separate history of their 
bank was well worth the telling. ‘The second banking history of the year, 
George Peabody and Co—Morgan Grenfell’s centenary book—is a very much 
slighter offering; it is interesting enough within its strict limits, but unfor- 
tunately those limits have been so severely drawn as to make the book little 
more than a pious salutation to a hundredth birthday. ‘Two histories from 
the Commonwealth, however, are far more informative: Gold and Paper, 
by Geoffrey Blainey, tells the story of the National Bank of Australasia from 
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its birth in the rumbustious 1850s—and the story of Australian banking as 
well; Mr Joseph Schull has performed a similar feat for the Toronto- 
Dominion Bank in 100 Years of Banking in Canada. 


Advertising, Industry, Law 


Three books on advertising appearing this year are of strikingly diverse 
interest. John Gloag’s Advertising in Modern Life provides the layman 
with a good outline of how advertising works, but it is sadly marred by the 
author’s belief that advertising, like the Lord Chancellor’s law, has no 
kind of fault or flaw. Advertising’s best friends avoid such claims, and 
Advertising in a Free Society, by Ralph Harris and Arthur Seldon, which 
portrays some of the warts, is a much more convincing apologia; this is 
indeed the kind of book that English advertising all too seldom produces. 
Incidentally, a second edition of the same authors’ Hire Purchase in a Free 
Society, taking in the bank-HP links forged in 1958, was also published 
during the year. A fascinating picture of another advertising field is 
provided in Otis Pease’s The Responsibilities of American Advertising, a 
study of how advertising in the United States between 1920 and 1940 
reacted to growing criticism by evolving its own code and thus came at last 
to achieve its extraordinary power. ‘This well-told story is of more than 
academic interest to us in this country. 

Industrial problems have received less than their usual amount of atten- 
tion from writers this year (is this a natural reaction from the prodigious 
efforts of 1958 ?). The British Institute of Management, however, has 
published an instructive account of its inquiries into The Cost of Labour 
Turnover. ‘These inquiries were on too limited a scale to provide a basis 
for any broad generalization, but they have thrown up some very interesting 
facts—for instance, that in five of the sixteen firms surveyed the allowance 
for the cost of labour turnover was ten shillings or more per operative per 
week. At the other end of the man-power scale, Dr G. Copeman has put 
the microscope on the managing director. In The Role of the Managing 
Director thirty players of the part have been exhaustively interviewed and 
their attitudes to a variety of problems analysed. 

There has again been a good crop of law books: lawyers serve themselves 
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well with textbooks, and take time off to write books about the law for 
other people too. Mr Maurice Megrah’s Gilbart Lectures, Legal Aspects 
of Goods as Banking Securities, is in both groups, in that it is a book for 
lawyers and for bankers: the author needs no introduction in these pages, 
and this specialized banking study is fully up to his usual high standard. 
Palmer’s Company Law, now in its twentieth edition, also has a foot in 
both camps, for it is a book to which anyone closely concerned with the 
subject, whether he be Jawyer or company secretary, regards as an essential 
reference. Such works as G. S. A. Wheatcroft’s Taxation of Gifts and 
Settlements, now in a third edition, a new supplement to Nyland’s Stamp 
Duties, and three new books, J. P. E. F. Peter’s Reverstonary Practice, The 
Cy-Prés Doctrine by L. A. Sherridan, and B. S. Ker’s Wills, Probate and 
Administration, are properly in the first group, even though the latter two 
are of interest to trustee department staffs; and even Potter and Monroe’s 
Tax Planning with Precedents, in a third edition, and J. B. Morcom’s new 
Estate Duty Saving, attractive though their titles may be to many business- 
men, are essentially law textbooks, with full equipment of notes and 
references. (This need not entirely deter the lay reader who is seeking 
relief from his burden of taxation; he will find the going difficult but he 
may well get some new ideas.) ‘The only book to fall definitely in the 
second group is Legal Aspects of Industry and Commerce, by W. F. Frank. 
This covers a very wide field in quite small compass and naturally has the 
faults of extreme compression; but it has the virtues too. 

The year’s output of books on investment—in the market sense—has not 
been particularly distinguished. ‘There have, however, been two very 
welcome books on a previously neglected aspect——unit trusts: Investing 
Simplified, by E. Du Cann, and, a far more detailed book, Umit Trusts and 
How They Work, by C. O. Merriman. 


Lighter Relief 


Fictional footnotes have been provided to some of the topics covered 
by the books reviewed here. Banking has its marginal note in John 
Brophy’s The Day They Robbed the Bank of England, a curiously quiet 
crime story based on an attempt to crack the Bank via a disused sewer. 
The law in The Case Continued in which Julian Prescot resumes his story 
of a young solicitor learning his job; this is not straight fiction, but it is 
close enough to merit mention here. Both these books can be recom- 
mended as sound entertainment, but this paragraph’s palm must go to 
Arthur Barker’s Private Company, which manages to be a first-rate novel 
as well as an intelligent and convincing study of industrial relations, trade 
union (and shop steward) mentality and top management divisions. 

Finally, a tribute to a very handsome and scholarly book: Gold, by Dr 
C. H. V. Sutherland, Keeper of Coins at the Ashmolean Museum, Oxford. 
This beautifully illustrated book is a joy to handle—and the curious 
naivety that at times intrudes in the final chapter, ‘“‘ Gold in Modern 
Currency ’’—particularly in the plea for a higher gold price—in fact only 
adds to its charm. 
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The Governor on Radcliffe 


At the annual Bankers’ Dinner at the Mansion House last month the 
Governor of the Bank of England, Mr Cameron Cobbold, made the first 
official comment on the Radcliffe Report—but mainly confined himself to 


the Committee’s recommendations on financial information. 


reported virtually in full below. 


Tia Chancellor has given us a 
full and encouraging survey of 
recent economic developments. 
In our own field the main features 
have been the stability of prices; the 
continued strength of sterling, owing 
something, I think, to the new arrange- 
ments of last December in the foreign 
exchange markets; a marked and some- 
times slightly disquieting boom in 
equity prices on the Stock Exchange; 
and a rapid rise in bank lending. I 
judge the increase in Bank advances 
to have been helpful to industry and 
commerce as far as it has gone, but to 
need watching if it should continue 
much longer at the same pace. 

One of the important events of the 
year in monetary matters has been the 
publication of the Radclitfe Report. 
The bulk of the Report is, of course, 
for consideration by Government, and 
the Chancellor has referred this evening 
to the debate which is shortly to take 
place on it in the House of Commons. 
I should like this evening to say a few 
words about some of the recommenda- 
tions which are addressed specifically 
to the City and the Bank of England. 


All of us who gave evidence will, 
I think, be grateful to the Radcliffe 
Committee for the care and skill with 
which they sifted that evidence and for 
the lucid exposition which the Report 
gives of the workings of the City. 
After twenty years of turmoil, change 
and crisis the City may also derive 
some modest satisfaction from the clean 
bill of health given to its institutions. 
The one fundamental criticism, of 
financial institutions in general and the 
Bank of England in particular, is that 
we should go further and faster in the 


The speech 1s 


assembly, and more particularly in the 
publication, of financial information, 
and in the business of explaining to the 
public what we are about. I can say 
at once that the Bank of England accept 
the Committee’s general conclusions 
on this subject. 

In the matter of talking about what 
we are doing and why, we can claim, 
over the past decade, to have moved a 
long way from our old habits. Our 
economic advisory services have also 
been much developed in recent years 
and are well integrated with the opera- 
tional side of the Bank. And in forming 
the broad picture which we need as a 
background for policy we are greatly 
helped by our close relations with the 
banking system at home and with 
central banks overseas. The more 
complete the picture of statistics and 
information, the better—though it will 
not necessarily tell you what is going 
to happen next month or next year, 
which is always the sixty-four dollar 
question. 


Quality, not Quantity 


But I fully agree that our work on 
financial statistics can be much further 
expanded, in co-operation with the 
other main financial institutions, to the 
advantage of ourselves and of others. 
I see much force in the argument that, 
in modern conditions, the Bank of 
England should develop research and 
information, as a service to the public, 
in a way which would have been quite 
foreign to our earlier traditions. We 
have already undertaken to produce a 
more detailed annual report, and we 
shall hope in due course to supplement 
it with some other form of publication. 
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All this will put a lot of new work on 
the Bank. We have already made some 
organizational changes to prepare for 
this extra load: the formation of a new 
department bringing together our vari- 
ous services concerned with research 
and overseas relations was announced 
last month and we shall strengthen it 
progressively as required. I would 
only ask for the forbearance of our 
friends and our critics if we continue 
to advance a little gradually, preferring 
quality to quantity of output and avoid- 
ing waste of manpower by unnecessary 
multiplication of statistics. 

The City as a whole has also shown 
itself ready to move further in this 
general field in the past few years. 
I have no doubt that both in the im- 
provement of statistical material and in 
wider explanation to the public the 
Radcliffe Committee’s encouragement 
will meet with a wide response. 


One great benefit from the Radcliffe 
enquiry has been that it forced all of us 
who were asked for evidence to pull up 
our institutions by the roots and have 
a good look at them. ‘Things have 
changed very fast during the past 
twenty years. We have been con- 
tinually innovating and experimenting 
to keep abreast of changing circum- 
stances. It is a good thing for all of 
us to be forced occasionally to take 
stock: to hold a considered inquest on 
where the changes have taken us and 
what implications they hold for the 
future. 


A New Phase? 


It has led me to feel that we are 
entering into a new phase. After the 
distortions and controls of the war and 
post-war periods, we seem to have now 
come, both domestically and _inter- 
nationally, to a position of more sta- 
bility, with the freedom of markets 
largely restored. 

No greater mistake could be made 
than to suppose, or to hope, that this 
simply means going back to something 
which existed before. The shape of 
the national and the international 
economy is quite different from before 
the war. Some industries have fallen 
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away, others have won new prosperity. 
Some overseas markets have dis- 
appeared; some new ones have come 
to the fore. Some former methods of 
financing have gone out of use; others 
are taking their place. Above all, there 
has been a great increase in the number 
of people who are, directly or indirectly, 
investors and savers. 

The City of London has always 
prided itself on being forward-looking. 
Many adjustments have already been 
made to changes during the post-war 
period. But with, as I believe, a new 
shape of things emerging, the City can 
usefully take a really good look at itself 
and make sure that it is equipped to do 
all the business and provide all the 
services which new conditions offer and 
require. 


Preventing Financial Abuses 


Financial transactions have been very 
prominent in the headlines lately. 
Unfortunately it is only the battles and 
the occasional abuses which attract 
publicity, most of them taking place 
very much on the outskirts of the square 
mile. Little is heard of the thousand 
and one transactions which form the 
everyday basis of the country’s com- 
mercial existence. Little is heard of the 
laborious and useful lives of the many 
thousands of men and women who 
work in our financial institutions up 
and down the country. 

Nobody feels greater resentment 
about the occasional abuses than the 
City itself, which is rightly jealous of 
its unrivalled reputation in these mat- 
ters. I do not think there is any cause 
for sudden alarm or for any conclusion 
that the arrangements in this market 
are all wrong or out of date. On the 
contrary, they compare in general very 
favourably with arrangements in other 
parts of the world. But there is every- 
thing to be said for a new look at them, 
and for seeing what more can be done 
to prevent the very few from bringing 
discredit on the very many. And with 
the ever-widening circle of investors 
and depositors it is the more important 
that they should enjoy every protection 
against fraud or mismanagement which 
can reasonably be given to them. 
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LTHOUGH tthe © steelworkers 
Asses to their jobs—under 
legal restraint—last month, the 
stoppage in that industry, which lasted 
116 days from July 15, has left Wall 
Street and the business community at 
large, in a distinct mood of uneasiness. 
While there seems to be a fair hope of 
some compromise within the period 
set by the ‘Taft-Hartley Act, other 
labour troubles loom large, with railway 
workers especially militant. There has 
been a great deal of debate about the 
desirability, or practicability, of new 
legislation to enforce earlier settlements 
whenever key industries, at least, are 
involved in such damaging disputes. 
The wider issues, however, are even 
more important since, against the 
background of the Administration’s 
preoccupation with the threat of infla- 
tion and the deterioration in the balance 
of payments, industry in general has 
come to the conclusion that it can no 
longer afford wage concessions that 
would entail higher prices. For 1960, 
this is widely taken to imply a period 
of industrial disturbance and/or a wide- 
spread impairment of profit margins. 
The evidence of the past month was 
again that the steel strike was affecting 
industrial production and incomes far 
less seriously than many had supposed 
when it began. It is true that there was 
a decline of about $3,500 millions in 
the (adjusted) annual rate for gross 
national product during the _ third 
quarter, the first such setback since 
January-March, 1958. But this was 
far more than accounted for by the 
drastic turn in the rate of expansion in 
business stocks, the April-June pace 
of almost $10,500 millions yearly, 
falling to a level of $1,000 millions. New 


construction was higher and so were 


expenditures on business equipment, 
while personal consumption, at an 
annual rate of $313,000 millions, actu- 
ally touched a new peak. Similarly, the 
Federal Reserve Board’s index of 
industrial production, which had been 
expected to fall perhaps to 145 or 
below in October (based on 1947-49), 
actually finished only a point below 
the revised figure of 148 for September. 
This is still no more than 7 points or, 
say, 5 per cent below the all-time peak 
of 155 reached in June. 

The continuance of the strike into 
November made further inroads into 
output and incomes; business stocks 
were again reduced. It was reflected, 
too, in disappointing employment and 
unemployment figures for October— 
the latter rising to 3.3 millions, or to 
6 per cent of the labour force, when 
allowance is made for the season, com- 
pared with a low point of 4.9 per cent 
in mid-summer. But while these figures 
were decidedly bleak in the light of 
Government forecasts earlier this year, 
they still contained an employment 
total of 66.8 millions—the best level 
ever recorded in October. 


Chastened Mood ? 


On the whole, the evidence from 
industry in recent weeks has offered 
no support for predictions that the 
length of the steel strike has damaged 
the business prospect; it may, in fact, 
prolong the period in which business 
activity remains high, and, provided 
that production is not further inter- 
rupted, it seems likely that output will 
reach a new peak early in the new 
year. 

Government bonds drifted down- 
wards again last month. Refunding 
operations brought no surprises: the 
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offer included a one-year 4% per cent 
certificate and a four-year, 4% per 
cent note. Within the six months to 
December, the Treasury’s cash offerings 
will have totalled something like $13,000 
millions. Despite its nominally easier 
cash position from January to June 
next, it still faces a relatively heavy 
programme of refunding and cash 
transactions and is expected to be in 
the market for new money in January, 
March, and again in May. A general 


movement towards higher interest rates 


in the bill rate was due, no doubt, to 
special selling of shorts by steel com- 
panies restarting operations. Seasonal 
factors are now exerting pressure on 
the money market and the next few 
months—new strikes apart—are bound 
to see a resurgence of activity in steel 
and other sectors, while the Federal 
Reserve Board has not relaxed its grip 
on the credit rein. In early November, 
business loans of weekly reporting 
member banks were only modestly 
higher on the year at $30,600 millions. 


But overall bank holdings of Treasuries 
were sharply reduced and net borrow- 
ings from the Reserve System remained 
obstinately around $500 millions mark. 


is still widely expected—apart from the 
special influences that pushed the 
shortest Treasury bill rate up to 4.332 
per cent early in November. This rise 


American Economic Indicators 





1958 1959 
1956 1957 1958 
Dec Aug Sept Oct 
Production and Business: 

*Industrial production (1947-49 = 100) 143 143 134 142 149 149 148 

*Gross private investment (billion $).. 65.9 64.4 544 — 670 — — 

*New plant and equipment — $).. 35.1 37.0 30.5 34.3 —- 35.3 

*Construction (billion $) ; , 46.1 47.3 49.0 53. 7 548 52.4 50.8 
Housing starts (000 units) 93.2 86.8 100.8 91.0 129.3 120.4 105.1 

*Business sales (billion $) 54.8 56.3 54.0 57.4 595 59.9 — 

*Business stocks (billion $) 89.1 90.7 85.2 85.2 89.5 89.1 — 
Merchandise exports (million $) 1,591 1,738 1,448 1,514 1,397 1,479 — 
Merchandise imports (million $) 1,051 1,082 1,069 1,253 1,190 1,392 — 

Employment and Wages: 

*Non-farm employment (million) 51.9 52.2 50.5 50.8 52.0 52.2 52.0 
Unemployment (000s). . — — 4, re 4, — 3,426 3,230 rt 
Unemployment as % labour force 4.8 4.6 
Hourly earnings (mfg) ($) 1. 03 2. 07 2. “3 2. “9 2.19 2.22. 2. HH 
Weekly earnings (mfg) ($) 79.99 82.39 83.71 88.26 88.70 89.47 89.06 

Prices: 
Moody commodity (1931 =100) 4 78! — | = 383 5 389 386 378 390 
Farm products (1947-49 = 100) 88.4 90.9 94.9 90.7 87.1 88.9 86.5 
Industrial (1947-49=100) _.... 112.2 125.6 126.0 127.2 128.4 128.4 128.5 
Consumers’ index (1947-49 = 100) 116.2 120.2 123.5 123.7 124.8 125.22 — 

Credit and Finance: 
Bank loans (billion $) . 90.3 93.9 98.0 98.0 107.4 107.8 108.2 
Bank investments (billion $) . 74.8 76.2 86.6 86.6 80.8 80.0 80.1 
Bank loans (partial) (billion $) 31.3 31.8 30.8 31.4 29.0 29.5 29.5 
Consumer credit (billion $) 42.0 44.8 45.1 45.1 47.9 484 — 
Treasury bill rate (%).. 2.66 3.27 1.84 2.81 3.36 4.00 4.11 
US Govt Bonds rate ( %) 3.08 3.47 3.43 3.80 4.10 4.26 4.11 
Money supply (billion $) 226.4 232.3 247.5 247.5 247.3 248.5 248.2 


Federal cash budget (+ or -) (mill $) +5,524 +1,194 -7,288 -7,133 -3,013 

US Treasury gold stock (mill $) 21,949 22,781 20,534 20,534 19,525 19 495 19, 486 

Notes.—Starred items are seasonally end of the period. Moody’s commodity 
adjusted. Latest figures are preliminary index shows high and low 1956-58, and 
or estimated. Yearly figures are given for end-month levels. Weekly bank loans are 
private investment and equipment for derived from partial returns only. Budget 
se 8 a — - —— figures are cash totals. Quarterly figures are 
ee ee ee throughout shown in the middle month of 


averages 1956-58. Business stocks, money 
supply, bank loans, consumer credit and the quarter. Treasury bill and bond rates 
gold stock show amounts outstanding at the are average for month or year. 
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ARAB LEAGUE 


New Aijirline—A conference of air 
transport experts sponsored by the Arab 
League and attended by representatives 
of Jordan, Saudi Arabia, Irag, the 
United Arab Republic and Lebanon 
was held in Beirut in the second half 
of October. Discussion centred on the 
formation of a United Arab Air Com- 
pany. Initially the company would 
operate on routes between Arab coun- 
tries and the Far East, South Africa and 
South America—routes that the estab- 
lished Arab air concerns do not fly at 
present. 


ARGENTINA 


European Tour—The MiAinister for 
Economic Affairs, Snr Alsogaray, toured 
Western European capitals during No- 
vember to raise loans for assisting the 
Government to stabilize the peso and 
finance the import of capital goods. 


AUSTRALIA 


Credit Policy Change—An indication 
that the authorities fear that the pace of 
re-expansion may be becoming a little 
too fast was provided by the official 
decision at the end of October to reverse 
the policy of releasing the trading banks’ 
special account funds followed during 
the past eighteen months or so. Some 
£A15 millions of their deposits were 
recalled to these frozen accounts. 


London Loan ?—On his return from a 
tour of North America and Europe, 
the Federal Treasurer, Mr Holt, told 
Parliament that Australia might try to 
raise another loan in London during the 
next few months, her credit still being 
very high there. He added, however, 
that New York would probably remain 


the country’s most important source of 
new money. 


Fund Mission—An IMF mission was 
due to reach Canberra towards the end 
of November to hold discussions on the 
removal of Australia’s remaining import 
restrictions. Australia was urged to go 
further in liberalizing her imports at the 
GATT conference in Tokyo in No- 
vember. 

New Bill Issue—The first issue of the 
new “seasonal Treasury bills ’’, an- 
nounced by the Federal Treasurer in 
the budget statement in August, took 
place towards the close of November. 
The purpose of the issue is to reduce 
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the large seasonal fluctuations which 
take place each year in the liquid assets 
of the banks and the public and which 
impede the efficient operation of credit 
policy. ‘The new securities are being 
made available at a price of £A99 5s, 
giving a yield of £A3 Os 8d per cent 
per annum for the full three months. 
The minimum subscription will be 
£A5,000. Issues will be made fort- 
nightly until next March. All will 
mature before the end of June and 
consequently there will not be any net 
addition to Government borrowing in 
the current financial year. ‘The bills 
can be re-discounted at the Common- 
wealth Bank. 


Dollar Liberalization ? — Answering 
criticisms at the GATT conference in 
Tokyo in November that Australia is 
dragging her feet in the matter of trade 
liberalization, the Commonwealth Trea- 
surer, Mr Holt, pointed out that active 
consideration is being given to the re- 
moval of the remaining restrictions on 
dollar goods. 


BELGIUM 


Planning Agency—The Government 
has set up an Economic Planning Board 
with headquarters in Brussels to be 
administered by five commissioners, 
who will be responsible to the Minister 
for Economic Affairs. Its task will be 
to propose solutions for urgent eco- 
nomic problems and to deal with special 
problems arising from the development 
of the Common Market. 


Tax Warning—The finance minister 
has stated that the business recovery has 
gone far enough to enable the Govern- 
ment to dispense with deficit-budgeting. 
As the increase of tax yields was not 
large enough to cover the growth of 
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expenditure, the 1960 budget would 
probably have to provide for increases 
in tax rates. 

Ex-Im Credit—The US Export-Import 
Bank has granted the Sabena airline 
company a credit of $20 millions to buy 
Boeing jet planes. 


BRAZIL 


Declining Cruzeiro—The continued 
deterioration in the country’s balance of 
payments has been reflected in a severe 
drop in the value of the free market 
cruzeiro to below 500 to the £, a record 
low. ‘The authorities are reported to be 
considering urgent measures to bolster 
the market. It is possible that the 
Government will reopen negotiations 
with the IMF for external assistance. 
Negotiations with the Fund were broken 
off earlier this year when the Govern- 
ment objected to the Fund’s “ retrench- 
ment ”’ conditions. 


CANADA 
Bill Rate Down—The Treasury bill 


rate fell back to around 5 per cent in the 
second half of October after reaching a 
record level of just over 6$ per cent 
in August. The fall followed the 
Government’s action in rejecting bids 
at what it called unrealistic levels. ‘The 
chartered banks have responded to the 
authorities’ intimation that they should 
be less generous in providing credit to 
the private sector at the expense of 
reducing their ability to take up Govern- 
ment paper. 

Foreign Investment—A Government 
survey of foreign investment reveals that 
over the three years to December 31, 
1958, roughly 44 per cent of all new 
capital investment in Canada was directly 
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financed by funds from abroad. At the 
end of 1957 some 52 per cent of all the 
capital employed in manufacturing in- 
dustry, mining, oil and natural gas was 
controlled in America, 38 per cent in 
Canada, and 10 per cent in the UK and 
other countries. Total investment in 
these sectors then amounted to $17,900 
millions. At the end of 1958 the total 
of foreign investment in Canada reached 
$19,100 millions, of which $14,600 
millions was American and _ $3,100 
millions British. 

Rising Imports—There was a trade 
deficit of $503 millions in the first nine 
months of the year, compared with one 
of just under $200 millions in the similar 
period of 1958. ‘The deterioration was 
due to a steep rise in imports. 

Natural Gas Exports—The US Federal 
Power Commission has sanctioned the 
import of Canadian natural gas into the 
American mid-west conditional on Cana- 
dian authorization of export by Trans- 
Canada Pipe Lines. 


CENTRAL AFRICAN 
FEDERATION 


Fertilizer Project—A study for a new 
fertilizer plant in Rhodesia costing some 
£9 millions is being carried out by 
African Explosives and Chemical In- 
dustries which is jointly owned by ICI 
and the De Beers Industrial Corporation. 


CEYLON 


Capital Transfers—The Government 
has reduced the total amount of capital 
that non-residents may transfer from 
the disposal of shares in Ceylon to other 
countries from Rs 100,000 to Rs 50,000. 
The cut is designed to ease the pressure 
that is said to have been imposed on 
the country’s balance of payments by 
the capital outflow. But it apparently 
does not affect non-residents who are 
leaving Ceylon for good. These will be 
allowed to repatriate their entire wealth. 


COLOMBIA 


IMF Credit—The country has been 
granted a stand-by credit by the IMF 
of US $41 millions to provide support 
for the peso and assure the maintenance 
of an orderly foreign exchange market. 


EUROPE 


Development Aid Talks—Proposals 
for an “‘ Atlantic Community ”’ approach 


to the problem of aid for under- 
developed areas were discussed in late 
October by the special committee set 
up by the common market countries to 
report on the various projects for a 
European free trade area. 

New Planning Body—A group of 
financial planning consultants for the 
common market has been formed in 
Brussels under the title Association 
Europeéne des Sociétés d’Etudes pour 
le Developement. Participants in the 
new venture are Société General d’Etudes 
et de Planification, Italconsult and several 
Belgian companies. 


FRANCE 


Loan Repayment—A survey of the 
external payments prospects by the 
Finance Minister suggests that the 
favourable balance for 1959 may amount 
to as much as US $1,000 millions. This 
improvement has encouraged the 
Government to repay $200 millions of 
the money it borrowed from the IMF in 
1958 two years before this was due. At 
the same time a $200 millions stand-by 
credit arranged with 21 US banks at 
the end of 1958 has been cancelled. 
Import restrictions are to be progres- 
sively removed with a view to completing 
liberalization within two years. 

Wage Increase—The continuing rise 
in the cost of living is causing concern. 
To compensate workers for the resulting 
drop in the purchasing power of their 
wages, the minimum wage rate was 
raised by nearly 3 per cent at the 
beginning of November and it is feared 
that the country may be in danger of 
drifting into a new wages-prices spiral. 
Foreign Capital—The chairman of the 
Planning Commission has expressed the 
hope that foreign investment within 
the country will be encouraged, particu- 
larly where it will stimulate capital goods 
production, eliminate regional unem- 
ployment and improve French prospects 
in the common market. 


GERMANY 


Bank Rate Repercussions—The fur- 
ther advance of 1 per cent, to 4 per cent, 
in the Bundesbank’s discount rate, which 
was discussed in the last issue of The 
Banker, has led to adjustments in other 
rates. The rate fixed for savings ac- 
counts has been increased by $ per cent 
to 34 per cent. ‘This rise in money 
rates has had the effect of stimulating 
an inflow of short-term funds. In order 
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to discourage German banking institu- 
tions from withdrawing their short-term 
funds from abroad, the Bundesbank is 
said to have manipulated forward ex- 
change rates to reduce the costs of 
hedging such investments. 


Rising Prices—The rise in the price 
level has continued, the cost of living in 
October having been about 4 per cent 
higher than a year before. Drawing 
attention to the dangerous situation that 
might arise if the movement continued, 
Dr Erhard, the Minister for Economic 
Affairs, has appealed to industrialists to 
lower prices. 

Import Restrictions—A report setting 
out plans for reducing German import 
restrictions over the next three years is 
said to have been accepted by the 
GATT conference in November. Ger- 
many had been criticized at the con- 
ference for maintaining import restric- 
tions although her strong exchange 
position made such controls unnecessary. 


GREECE 
Condition of Aid—The president of the 
World Bank, Mr Black, has stated that 
a mission would be sent to study the 


country’s economic situation with a view 
to negotiating a possible loan as soon as 
an agreement had been reached between 
the Greek Government and holders of 
the foreign public bonds now in default. 


INDIA 


Wheat Negotiation—The negotiations 
with the United States for a new surplus 
wheat and cotton loan are said to have 
run into serious difficulties. Under the 
previous agreement, which expired in 
August, India obtained $280 millions 
of these commodities under long-term 
credits over a three-year period repay- 
able in local currency. It had been 
hoped that a similar amount would be 
secured over the ensuing three years. 
But while America is willing to make the 
money available, a condition is that 
India must undertake to make normal 
commercial purchases of 400,000 tons 
of wheat a year. Under the previous 
pact such purchases were set at only 
200,000 tons a year. 

Oil Companies’ Pledge—The minister 
for mines and oil has obtained an under- 
taking from oil-distributing companies 
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to reduce their costs by another Rs 50 
millions in the coming year. In the 
year just ended they agreed to reduce 
these costs by Rs 100 millions, but the 
minister has indicated that these eco- 
nomies will not be immediately reflected 
in a cut in petroleum prices. 


IRISH REPUBLIC 


Transistor Project—The Japanese Sony 
Corporation is to establish an Irish sub- 
sidiary to assemble transistor radios at 
the Shannon Airport Industrial Estate. 
This is the fourth foreign company to 
accept the official invitation to set up 
factories at the industrial estate being 
developed near the airport. 


ITALY 


Import Restrictions—The Government 
gave an undertaking at the GATT con- 
ference in ‘Tokyo last month to review 
import restrictions over the next few 
months. 


Export Credits Bill—The Government 
has approved a draft bill drawn up by 
the Treasury minister providing for the 
establishment of a 10,000 million lira 
fund to finance certain exports. The new 
legislation is designed to help Italian 
traders overcome difficulties arising from 
“the current difficult state of world 
markets ’ 

Ex-Im Loan—The US Export-Import 
Bank has granted the country a credit 
of $34 millions to help finance the con- 
struction of what has been described as 
the largest nuclear power plant to be 
built for a private company in Europe. 


New Bank Appointment—Dr Guido 
Carli has been elected director-general 
of the Bank of Italy in succession to 
Dr Formentini, who earlier this year 
was appointed president of the Common 
Market European Investment Bank. 


JAPAN 


Trade Liberalization—In response to 
allegations at the GATT conference 
that Japan was dragging its feet in the 
liberalization of trade, the Government 
has announced that a number of goods 
will be put on the free list at the begin- 
ning of 1960. 


MALAYA 


Savings Innovation—The first unit 
trust in south-east Asia began operations 
in Kuala Lumpur and Singapore in 
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November. Known as the First Malayan 
Fund, it will accept investments of 
M$100 and over. It is hoped that it 
will attract large amounts of those 
savings which the finance minister re- 
cently stated were being hoarded “ in 
the oddest places’’. ‘The new trust is 
administered by Malayan Trust, formed 
by prominent local businessmen. ‘The 
Chartered Bank is acting as trustee. 


MOROCCO 


Franc Devaluation—Following discus- 
sions with the IMF the Moroccan franc 
was devalued by 20.44 per cent in the 
second half of October. The devaluation 
is slightly larger than that to which the 
French franc was subjected at the end 
of 1958. ‘To assist the stabilization plan, 
the IMF has made available a $25 mil- 
lions stand-by credit. ‘The Moroccan 
franc is to be replaced in due course by a 
new unit—the dirham—worth 100 times 
as much. 


NETHERLANDS 


Policy Reversed—The Bank rate was 
raised from 2? per cent to 34 per cent 
in mid-November. ‘This reversal of 
previous credit policy is explained partly 
by the need to fortify the country’s pay- 
ments in view of increases in money 
rates abroad, the level of interest rates 
having recently been exceptionally low, 
and partly by fears that re-expansion 
might touch off further inflation. 


Savings Boosts—The Government has 
announced a series of measures to 
stimulate private saving. ‘They include 
the introduction of tax-free premiums for 
certain small savings and tax concessions 
to encourage the spread of profit-sharing 
schemes. 


HP Link—The hire purchase finance 
house of Industriele Disconto is to co- 
operate with the United Dominions 
Trust of London and with Kunden- 
kreditbank of Germany in a scheme 
whereby each company will act as the 
other’s correspondents for business in- 
volving instalment credit between ex- 
porters and importers in the three 
countries. ‘The credit will be supplied 
in each case by the importing country. 


NEW ZEALAND 


Budget Concessions—In a _ supple- 
mentary budget introduced at the begin- 
ning of November, the Finance Minister, 








Mr. Nordmeyer, announced the abolition 
of the sales tax on beer and tobacco and 
cut the petrol tax by 4d. a gallon. The 
Minister also announced a Christmas 
bonus for pensioners and an increase in 
their weekly allocations from April 1 
next. 


Bank Rate Cut—At the end of October 
the Reserve Bank reduced the Bank 
rate from 7 per cent to 6 per cent 
explaining that, while this did not 
denote a change of credit policy, it was 
intended to reflect the improvement in 
economic conditions during the past 
year. 


SPAIN 


Industry’s Anxiety—Applications to 
import goods liberalized under the 
stabilization plan have initially been 
running at a much lower level than was 
expected. But there is some anxiety 
about other aspects of the plan’s pro- 
gress. In particular, the tighter money 
policy has given rise to under-employ- 
ment in a number of industries on such 
a scale that it is thought the authorities 
may be forced to revise the law pro- 
hibiting the dismissal of employees on 
the grounds of redundancy. 


Foreign Capital—The investment of 
foreign capital in the country is to be 
actively encouraged under the new 
economic policy. Subject to the Govern- 
ment’s approval, foreign capital may 
now participate in Spanish companies 
beyond the previous limit of 50 per cent. 
The facilities which foreign-owned con- 
cerns will enjoy for repatriating profits 
will differ from company to company, 
the main criterion being how far its 
activities are considered nationally im- 
portant. Among foreign participations 
already approved is one providing for 
collaboration between Barreiros Diesel 


SA, the largest manufacturers of diesel 
engines in Spain, and the David Brown 
Company of Britain in manufacturing 


commercial vehicles, gear boxes and 
gears. 

SWEDEN 
Exchange Reform—The National 


Bank has sanctioned a widening of the 
trading limits for dealings in the US 
dollar, the revised range being 5.1350— 
5.2125 as compared with 5.1715—5.1750 
previously. ‘The new spread is of about 
the same order as that which other 
western European countries have main- 
tained for dollar dealings since EPU 
was wound up at the end of 1958. 
The operation of narrower limits than 
other countries is said to have produced 
certain undesirable types of arbitrage in 
the Swedish krone and also resulted in 
unwanted movements’ of foreign 
exchange funds between the commercial 
banks and the central bank. 


Turnover Tax—The Government 
finally submitted its plan for a 4 per 
cent turnover tax on consumer goods and 
certain investment goods and services to 
the Riksdag towards the end of October. 
The estimated yield of the tax is put at 
Kr. 1,600 millions a year. Kr. 400 
millions will be returned to the public 
through increased child allowances and 
old-age pensions and income tax con- 
cessions. It is expected that the cost of 
living will rise by about 3 per cent. 


THAILAND 


Export Standards—Legislation is to be 
drawn up to give the Government power 
to control the quality of export products 
by establishing an office of Export Com- 
modity Standards. Failure to meet its 
requirements would constitute a crime. 
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New Export Body—The Government 
is again considering the advisability of 
establishing an  export-import bank. 
When such a bank was first proposed 
three years ago, it was suggested that it 
should have responsibility for all exports 
and imports. ‘The scheme now being 
investigated, however, would only entail 
taking over the central bank’s foreign 
trade financing duties and its responsi- 
bilities for the issue of import and 
export documents. 

Shipping Loan—The Turkish Maritime 
Bank has obtained a credit of $27 millions 
from a private American source for the 
purchase of new tonnage. 


UNITED ARAB REPUBLIC 


Nile Settlement—The protracted dis- 
pute with the Sudan over the sharing of 
Nile waters has been resolved. After 
the Aswan High Dam 1s built Sudan will 
get 18,500 million cubic metres of the 
Nile’s water and Egypt 55,000 millions. 
Egypt will pay the Sudan the equivalent 
of £15.4 millions in compensation for 


areas of the Sudan which will be flooded 
when the dam is completed. 


Cotton Agreement—Talks between a 
UK cotton delegation and Egyptian 
officials are stated to have resulted in 
‘facilities being created for trade to flow 
again between the two countries’’. But 
the leader of the British delegation 
stated subsequently that the prices 
demanded by Egypt for her cotton were 
too high to command acceptance. 


URUGUAY 


Strike Ended—Banks reopened towards 
the end of October after being paralyzed 
for a fortnight by a strike of their 5,000 
employees. ‘The settlement of wage 
claims which paved the way for the 
return to work provided for increases in 
pay ranging up to 50 per cent. 


VENEZUELA 


Capital Efflux—In an effort to stem the 
exodus of capital from the country the 
Finance Minister has requested the 
banks to take steps to discourage all 
operations of an exceptional nature. 
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APPOINTMENTS AND RETIREMENTS 


Alexanders Discount Company — Mr 
D. Meinertzhagen has been appointed a 


director. 
Bank of London & South America— 


Mr E. Rowley, from Manchester, to be 
Midlands representative. 
Barclays Bank—Shrewsbury Dist, Local 


Head Office: Mr R. J. Sale to be local 
directors’ assistant. Head Office, Inspection 
Dept: Mr E. F. S. Jones, from Camberwell, 
to be district inspector, Oxford Dist, on 
retirement of Mr R. N. Read; Mr B. J. 


Bolger, from ‘Trustee Dept, South-West 
London, to be an inspector. London— 
Camberwell: Mr T. E. Jones, from West 


Streatham, to be manager; West Streatham: 
Mr C. S. Mawson, from Charing Cross, to 
be manager. Bradford—10 Market St: Mr 
J. P. Wood, from 69 Market St, to be 
manager on retirement of Mr H. Wilson; 
69 Market St: Mr D. G. Cowling, from 
Huddersfield, to be manager. Church 
Stretton: Mr A. K. Fleet, from Hereford, 
to be manager. Gateshead: Mr J. R. S. 
Watson, from Grainger St, Newcastle upon 
Tyne, to be manager. 

British Linen Bank—Mr J. A. H. Brown, 
from Annan, to be manager on retirement 
of Mr J. P. Learmonth. 

Clydesdale & North of Scotland Bank— 
Cambuslang: Mr W. K. Campbell, from 
Gallowgate, Glasgow, to be joint manager. 
Glasgow, Woodside Place: Mr G. Flett, from 
Cambuslang, to be manager. Kemnay: Mr 
J. Galt, from Tomintoul, to be manager on 
retirement of Mr A. F. Clubb. 

District Bank—Mr S. H. Coomer to be a 
joint general manager on retirement of Mr 
F. Stott. 

Hongkong and Shanghai Banking Corp— 
London: Mr E. E. F. Hibberd to be senior 
sub-manager on retirement of Mr R. W. 
Ives. 

Lloyds Bank—Head Office—Advance Dept: 
Mr B. R. Johnson, from 39 Threadneedle 
St, to be an assistant chief controller; Mr 
R. P. Stagg to be a controller; Chief In- 
spector’s Dept: Mr C. H. Wren, from 
Whitstable, to be an inspector; Secretary’s 
Dept: Mr R. J. Blanch to be secretary on 
retirement of Mr J. E. Way; Mr J. W. A. 
Nicholl-Carne, from Law Courts, to be 
assistant secretary. Executor and Trustee 
Dept—Chief Office: Miss N. D. Gibbons to 
be an assistant legal adviser. London—City 
Office: Mr J. R. White, from Advance 
Dept, Head Office, to be deputy manager; 
Horseferry Rd: Mr P. F. S. Flew, from 
Harpenden, to be manager on retirement of 
Mr E. Waterton; Kensington High St: Mr 
P. G. C. Edwards, from Park Lane, to be 
manager on retirement of Mr H. A. Jacobs; 
Park Lane: Mr C. Collins, from Head Office, 
to be manager; 39 Threadneedle St: Mr 
A. E. Dawes, from Leadenhall St, to be 
deputy manager. Dist Office, Bristol: Mr 
H. M. M. Wale, from Trowbridge, to be 
district manager’s assistant. 


Martins Bank—Birkenhead, Claughton Vil- 
lage: Mr A. J. Irving, from Liverpool, to 
be manager. Liverpool, Sefton Park: Mr 
G. F. Camidge to be manager. London, 
Agency Section: Mr H. G. Bond to be 
manager of Country Dept. 
Midland Bank—Head "Office : Mr W. G. 
Kneale, from 16 Regent St, to be a superin- 
tendent of branches in succession to Mr 
S. G. Poore; Mr J. Hendley, from Guild- 
ford, to be a superintendent of branches in 
succession to Mr G. R. Birkinshaw; Mr 
P. G. Coleman, from Axminster, to be a 
superintendent of branches in succession to 
Mr A. T. Wood. London—Acton Vale: 
Mr E. J. Endersby, from Marylebone Rd, 
to be manager in succession to Mr G. H. 
Grainger; 52 Oxford St: Mr S. G. Poore to 
be manager on retirement of Mr F. G. 
Brockbank; 16 Regent St: Mr G. H. 
Grainger, from Acton Vale, to be manager 
in succession to Mr W. G. Kneale; Rother- 
hithe, Lower Rd: Mr J. W. Darby to be 
manager of this now full branch; South 
Woodford: Mr J. E. Evans to be manager in 
succession to the late Mr T. J. Salter. 
National Commercial Bank of Scotland 
—Carluke: Mr J. C. Carruthers, from 
28 Bothwell St, Glasgow, to be manager 
on retirement of Mr J. A. S. Pringle. 
National Provincial Bank—Head Office: 
Mr D. E. Spalton, an assistant general 
manager, has retired. Advance Dept: Mr 
C. R. Wainhouse and Mr F. Jackson to be 
controllers. Amlwch: Mr G. I. Jones to be 
manager. Barnstaple: Mr R. H. A. Daniell 
to be manager on retirement of Mr A. 
Studden. Cheltenham: Mr W. L. Hitching, 
from Kettering, to be manager on retire- 
ment of Mr R. F. Norden. Gosforth: Mr 
W. B. Greenwood, from Gateshead, to be 
manager on retirement of Mr W. H. Bell. 
Kettering: Mr E. A. Smith, from Pudsey, to 
be manager. 

Royal Bank of Scotland—Sir F. M. G. 
Glyn has retired from the court of directors 
and has been elected an_ extraordinary 
director. Mr E. O. Faulkner and Mr 
J. O. Blair-Cunynghame have been elected 
ordinary directors. Cockenzie and Preston- 
pans: Mr W. J. Willins, from Head Office, 
to be manager on retirement of Mr T. Hare. 
Westminster Bank—Head Office: Mr S. H. 
Blackaby, from Finsbury Sq, and Mr C. B. 
Richardson, from Chiswick, to be inspectors 
of branches. London—Clapham Function: 
Mr C. C. Fearne, from Cobham, Surrey, to 
be manager on retirement of Mr J. Cross; 
Eastcheap: Mr J. Barnard, from Rood Lane, 
to be manager; Hanover Sq: Mr S. O. Quin, 
from Harley St, to be manager on retire- 
ment of Mr A. B. McCloud; Harley St: 
Mr P. A. J. Godrich, from Sloane St, to be 
manager; Sloane St: Mr R. F. Labrow, 
from Cavendish Sq, to be manager. Addis- 
combe: Mr W. G. Fox, from Peckham Rye, 
to be manager on retirement of Mr A. D. 
Innes. 
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BANKING STATISTICS 








Banking Trends since World War I* 
Net 


COOSOROBROWONA NL POUw 


Averages Deposits Liquid Assets TDRs Investments Advances 
of Months: {mn {mn ye {mn {mn ot {mn yA 
« oe 680 38 — 325 18 833 46 

* fee Pe 658 37 ~- 391 22 750 42 
1923 is tae 581 35 -—— 356 21 761 46 
1924 .. 1,618 545 33 —- 341 20 808 49 
1925 .. 1,610 539 32 — 286 17 856 §2 
1926 ~.. = 1,615 532 32 = 265 16 892 54 
1927 .. 1,661 553 32 —~ 254 15 928 54 
1928... 1,711 584 33 —- 254 14 948 54 
1929 -..._~—s: 1,745 568 32 — 257 14 991 55 
1930 =~... ~=1,751 596 33 —- 258 14 963 54 
1931 vo -- Sovae 560 32 — 301 17 919 52 
1932 .. 1,748 611 34 — 348 19 844 47 
1933 .. 1,909 668 34 —- 537 28 759 39 
1934 .. 1,834 576 31 ~-- 560 30 753 40) 
1935 .. 1,951 623 31 —-- 615 31 769 38 
1936 =~... ~=2,088 692 32 -— 614 29 839 39 
1936 =6.. ~=2,160 713 32 ~- 643 29 865 39 
(ie 683 30 --- 652 29 954 42 
1938 .. 2,218 672 30 -- 637 28 976 43 
1939 .. 2,181 648 29 ~- 608 27 991 +4 
1940 .. 2,419 785 31 73 666 27 955 38 
1941 .. 2,863 676 23 495 894 30 858 29 
1942 .. 3,159 712 22 642 1,069 33 797 24 
1943 .. aeaet 723 20 1,002 1,147 31 747 20 
1944 .. 4,022 788 19 1,387 1,165 28 750 18 
1945 .. 4,551 886 19 1,811 1,156 25 768 16 
1946 .. 4,932 1,280 25 1,492 1,345 26 888 17 
1947 .. 5,463 1,646 29 1,308 1,474 26 1,107 20 
1948 .. 5,713 1,703 29 1,284 1,479 25 1,320 22 
1949 .. 5,772 1,920 32 983 1,505 25 1,440 24 
1950 .. 5,811 2,345 39 430 1,505 25 1,603 27 
1951 . Bae 2,308 38 247 1,624 26 1,822 30 
1952 .. 5,856 2,097 34 ~-= 1,983 33 1,838 30 
1953 .. 6,024 2,201 35 --- 2,163 35 1,731 28 
1954 .. 6,239 2,190 34 = 2,321 36 1,804 28 
1955 .. 6,184 2,098 33 — 2,149 33 2,019 31 
1956 .. 6,012 2,218 35 ~~ 1,978 32 1,897 30 
1957 .. 6,138 2,256 35 -= 2,008 31 1,952 30 
1958 .. 6,330 2,256 34 — 2,149 32 2,007 30 
1958: Aug .. 6,313 2,199 33.4 = 2,199 33.4 1,993 30 
Sept .. 6,376 2,222 33.4 -— 2,203 33.1 2,027 30 
Oct .. 6,441 2,242 33.2 — 2,193 32.5 2,082 30 
Nov .. 6,495 2,287 33.7 -— 2,152 31.7 2,132 31 
Dec .. 6,761 2,495 34.7 -= 2,102 29.2 2,245 31 
1959: Jan .. 6,615 2,421 34.9 —- 2,021 29.2 2,259 32 
Feb .. 6,340 2,141 32.3 -— 1,962 29.6 2,333 35 
Mar .. 6,328 2,053 31.0 ~- 1,928 29.1 2,441 36 
April.. 6,384 2,092  : --- 1,884 28.1 2,500 37 
May .. 6,364 2,080 30.9 ~~ 1,837 27.3 2,561 38 
June 17 6,471 2,192 32.3 — 1,816 26.8 2,586 38 
June 30 6,655 2,270 32.1 -— 1,812 25.6 2,692 38 
July .. 6,645 2,283 32.7 -— 1,811 26.0 2,676 38 
Aug .. 6,637 2,280 32.9 ~ 1,802 26.0 2,697 39 
Sept .. 6,723 2,340 33.2 — 1,790 25.4 2,737 38 
Oct .. 6,869 2,477 34.4 -- 1,729 24.0 2,803 38 


* Ten clearing banks for 1921-35, thereafter eleven. + Ratios to gross deposits. 
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Trend of * Risk ’’ Assets 


(£ million) 



































Oct 21, 1959 r CHANGE IN ~ 
% of Year to | Monthly Periods 
Gross Oct, 1959 
Deposits 1959 July Aug Sept Oct 
Investments: , 
Barclays Ss -» @88.¢ @.4 - 121.0 2.9 +0.1 - 0.2 + 90.1 
Lloyds ae « aoe 26.8 — 85.6 -~ 0.6 - 0.7 - 5.7 = 0.5 
Midland ok i. ek aes — 85.0 — + 0.1 - 0.2 -52.6 
National Provincial .. 175.3 20.8 — 53.8 - 0.9 + 0.1 - 0.4 -— 8.1 
Westminster .. _. ae ae — 61.7 —- 6.8 —- 4.5 — - 0.1 
District a: a 61.6 25.0 —- 13.5 — - 0.2 - 0.5 - 0.1 
Martins - ca 69.7 20.2 - 20.7 — - 4.0 - 0.1 0.1 
Eleven Clearing 
Banks ..1,729.1 24.0 — 464.1 -~ 5.4 - 8.9 -12.2 -60.4 
Advances: 
Barclays ce .. 629.0 38.7 -212.5 24.0 7.1 +11.3 +15.9 
Lloyds ns .. wee - BZ -~130.6 $3.5 8.4 + 8.5 + 7.0 
Midland - .. 566.4 36.4 -126.7 12.4 11.9 6.7 +23.3 
National Provincial .. 349.4 41.4 68.7 11.9 -12.4 9.2 +10.4 
Westminster . . .. 364.0 38.9 90.1 13.9 ain 3.2 + 6.4 
District 59 a6 95.9 38.9 17.1 - 2.3 0.6 0.7 5.2 
Martins 7 .. 139.9 40.6 39.9 6.1 3.1 —- 4.3 3.1 
Eleven Clearing 
Banks .. 2,802.9 38.9 720.6 89.4 21.7 +39.8 +65.7 
Trend of Bank Liquidity* 
1957 1958 1959 
Mar Dec Mar <Aug Sept Oct Dec Mar Aug Sept Oct 
0, Oo; oO; oO; Oo, Oo Oo; O;s Oo Oo Oo 
Barclays .. 31.8 37.7 34.2 33.0 33.1 33.0 34.4 30.1 33.0 32.6 33.5 
Lloyds » aeet 22.8 22.9 31.3 F280 27.2 M7 2S a BS 6S. 
Midland ~. et FBO 3.9 MB.8 33.8 35.0 23.9 WO Be.9 22:9 Bava 
National Prov 31.1 39.5 34.0 34.1 32.8 31.7 36.0 31.1 35.8 35.8 35.2 
Westminster... 34.3 39.0 35.4 34.2 33.8 33.1 33.2 32.8 34.0 34.6 34.9 
District » B8-t BiB H.3 33.9 HM.2 M.2 Bit Ws Bsa BS HMA 
Martins . 2 SSD B.9 BM. HB.3 3%. Ma: Be. eee het UD 
All Clearing 
Banks .. 32.6 38.4 33.9 33.4 33.4 33.2 34.6 31.0 32.9 33.2 34.4 


* Cash, call money and bills shown as percentage of gross deposits. 





Money and Bill Rates 


Mondays: Nov 17, Sept 21, Oct 19, Oct 26, Nov2, Nov9, Nov 16, : 
1958 1959 1959 1959 1959 1959 1959 
per cent 
Bank rate .. - wd 44 4+ + + + + + 
Treasury bills: 
Average allotment rate* 3 # 34 38 3% 33 33 33 
Market’s dealing rate, 

3 months * “a 34 3 3 33 33 3 fs 343 3 44 
Bankers’ deposit rate - 23 2 2 2 2 2 2 
Short money: 

Clearing banks’ minimum =. 2} 23 23 23 23 23 23 
Floating money .. .. 22-32 34-32 343-38 34-33 22-3% 33-33 #£23-33 
US Treasury bill. . .. 2.774 3.958 4.009 4.002 4.137 4.089 4.332 


* Preceding Friday. + Lowered from 4$ % on 20.11.58. 
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THE EXCHEQUER FINANCES 


I—The Budget 
(£ million) 
Gain or 
Original Expected April 1, loss* on 
budget gain or 1959, to corresponding 

estimates loss* on Nov 21, period of 

1959-60 1958-59 1959 1958-59 

Total Inland Revenue 2,856 - 160 1,241.8 - 38.3 

Customs and Excise .. 2,150 — 41 1,501.1 + 39.6 

Other revenue 319 + 46 156.9 - 28.0 

Total ordinary revenue 5,325 -155 2,899.8 + 105.8 

Debt interest (including sinking fund) 639 + 62 374.8 50.0 

Other consolidated fund , 89 - 4 50.9 - 3.3 

Supply expenditure .. 4,495 -178 2,717.8 -119.9 

Total ordinary expenditure 5,223 - 120 3,143.5 — 73.2 

Above line surplus or deficit +102 - 275 ~ 243.7 ~ 32.6 

Net deficit below line — 823 — 264 — 409.0 —112.5 
of which 

local loans (net lending shown 

minus) - + 55 + 3 37.8 3.0 

loans to state industries, net - 621 - 116 ~ 348 .0 64.7 

Total deficit . -721 — 539 ~ 652.7 - 79.9 
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* Plus ieiiiatibs increase in receipts or surplus, fall in expenditure or deficit. Minus 
indicates fall in receipts or surplus, rise in expenditure or deficit. 
I1—National Savings 
(£mn: Receipts into Exchequer reported during period) 
Savings Total 
Certi- Defence Savings Premium ‘Total Accrued Defence Remain- 
ficates Bonds Banks Bonds Small Interest Bond ing In- 
(net) (net) (net) (net) (met) Maturity vested* 
1953-54 +19.0 + 0.3 - 79.3 = - 60.0 88.6 —-38.4 6,008.7 
1954-55 .. +46.0 +51.1 - 35.4 — + 61.7 88.8 —-28.8 6,126.2 
1955-56 +19.7  %+21.5 - 80.4 —— - 39.2 82.7 -50.8 6,123.6 
1956-57 +72.0 + 3.2 -20.6 +65.0 +119.5 35.5 —-38.9 6,240.0 
1957-58 .. -—21.3 —22.2 -62.4 +80.2 - 15.6 45.9 -17.7 6,272.0 
1958-59 ..+131.9 +117.9 -~55.2 +66.5 +270.4 54.4 -10.0 6,582.0 
1958-59 
April-Sept +61.9 +43.0 —57.8 33.5 80.5 28.8 - 6.2 6,374.0 
October .. +13.8 -13.3 9.4 5.8 42.3 1.4 - 0.2 6,417.0 
1959-60 
April-Sept + 41.8 -~72.1 4.1 26.2 144.3 36.3 - 1.0 6,761.0 
October .. 8.1 14.2 -21.9 - 5.0 49.2 8.5 - 0.1 6,819.0 


* After taking account of net sales through the Post Office Savings Bank of Government 
securities other than defence bonds. 





I1l—Floating Debt 


(£ million) Change in three 

















2 os Nov months to 
Beginning of April* 21. Nov 21, Now 22. 
1957 1958 1959 1959 1959 1958 
Ways and Means Advances: 
Bank of England — — — i eed rg 
Public Departments 289.3 239.6 291.6 | 223.6 -— 23.5 11.0 
‘Treasury Bills: | 
Tender 2,860.0 3,120.0 2,950.0 3,620.0 +400.0 +120.0 
Tap 1,306.4 1,499.4 1,986.3 1,887.2 + 0.5 30.7 
4,455.7 4,859.0 5,227.9 5,730.8 377.0 +161.7 











* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 


at March 31). 
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Sterling-Dollar Exchange Rates 























Nov 21, Sept18, Oct 23, Oct30, Nov6, Nov 13, Nov 20, 
1958 1959 1959 1959 1959 1959 1959 
Official Market 
Spot. 2.80% 2.80% 2.803 2.80% 2.80), 2.80% 2.80% 
3 months Hepm_ = _ic dis ic dis igc dis &c dis ic dis $c dis 
Security* 2.79% 2.80} 2.794 2.79 2.793 2.79% 2.798 
* New York quotations. 
Britain’s Gold and Dollar Reserves* 
(Millions of US dollars) 
Financed by 
Net Gold Official Private 
and Dollar Special Reserves 
Surplus (+) Ameri- Payments Change at End Dollar 
Years and or Deficit (—) can and in of Balancest 
Quarters Aid Credits Reserves Period 
1946 — 908 — +1123 + 220 2696 194 
1947 — 1431 —- +3513 — 618 2079 267 
1948 — 1710 682 737 — 223 1856 295 
1949 - ~ 1532 1196 + 116 — 168 1688 236 
1950 805 762 + 45 +1612 3300 257 
1951 — 988 199 — 176 — 965 2335 508 
1952 — 736 428 — 181 — 489 1846 472 
1953 + 546 307 — 181 + 672 2518 49] 
1954 + 480 152 — 388 - 244 2762 428 
1955 ~~ - 575 114 — 181 — 642 2120 480 
1956 ees - 626 66 +- 573 + 13 2133 679 
1957 ? — 419. 26 + §33 -- 140 2273 602 
1958 +1005 6 —- 215 + 796 3069 656 
1958: 
I ‘3 496 1 —- + 497 2770 690 
II + 307 5 — 6 + 306 3076 734 
III + 65 —- - 21 - 44 3120 731 
IV + 137 — — 188 - 51 3069 656 
1959: 
I és + 173 — — 103 70 3139 786 
I] - 206 —-- - 173 33 3172 735 
July 68 mo - 20 48 3220 
August 60 = —- 32 + 28 3248 
September 36 — — + 36 3284 
III 164 ~- - 52 + 112 3284 - 
October 9 = — 269 — 260 3024 
Main Special Items Detailed} 
Receipts Payments 
$mn $mn 
1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 
1947-49 IMF loan 300 Canadian loans, etc. .. 181 
1948 South African loan 325 1954 EPU funding payment .. 99 
1956 Sale of Trinidad oil i 177 IMF repayment . 108§ 
Sale of US Govt bonds. 30 1957-58 Anglo-German debts pay- 
IMF loan 561 ment 21 
1957 India’s IMF loan” 200 1958 Service of US and Cana- 
Return of interest on US dian loans, etc . 188 
loan ; 104 1959 IMEF repayment. 200 
Export- Import Bank 250 IMF subscription ;, 162 
Repayment of Ex- Im 
credit 255 


* Gold and convertible currency reserves from December, 1958. 


+ Source: Federal Reserve Bulletin. 


t Special German deposits, Canadian quarterly payment on 1942 loan and regular 
monthly funding payments to EPU countries excluded. 
§ Remainder of 1947-49 loan repaid in sterling. 
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Charterhouse Credit 
Company Limited 


Industrial Bankers 


MEMBER OF THE FINANCE HOUSES ASSOCIATION 


3.000.000 


Capital and reserves exceed 


£1.000.000 





17 Lowndes Street, London, S.W.1 
Tel: Belgravia 6307/8 


Administrative Offices: 
Surrey House, Scarbrook Rd., Croydon 
Telephone: Municipal 2441 ( 10 lines ) 


BRANCHES: Belfast, Birmingham, Brighton, Bristol, Cork, 
Croydon, Dublin, Glasgow, Leeds, London, Middlesbrough, 
Newcastle, Nottingham and Romford. 
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THE BRITISH LINEN BANK 





Statement to Stockholders by the Governor, Lord Airlie 





HE Right Hon. The Earl of Airlie, 

K.T., Governor of the Bank, has cir- 

culated a Statement with the Accounts, 
of which the following is an extract :— 


The Year’s Results 


Increased deposits and higher advances, 
coupled with the beneficial effects of a full 
year’s experience of a much lower structure 
of interest rates than prevailed in the two 
preceding years, have yielded substantially 
greater earnings. The net profit of £391,688 
represents a rise of 37 per cent. on the 
previous year’s figure. With the sum of 
£197,069 brought forward from last year, 
there is now available for distribution 
£588,757. Of this, a payment of £68,906 
has already been made in respect of dividend 
for the half-year to 31st March last at the 
rate of 9 per cent. actual less Income ‘Tax, 
and it is now proposed to declare a further 
dividend at the increased rate of 11 per cent. 
actual in respect of the half-year ended 30th 
September last. ‘This will make the distri- 
bution for the year 20 per cent., as against 
18 per cent. in the previous year. Deducting 
Income ‘Tax, the second dividend payment 
will absorb £84,219. ‘The dividend distri- 
bution at the higher level is still modest 
when properly related to the total of the 
proprietors’ funds in the business. 

During the year under review, the 
Actuary to our Staff Pension Fund sub- 
mitted his quinquennial report on the state 
of the Fund. As was expected, this dis- 
closed that the Fund’s liabilities are now 
much heavier, principally by reason of the 
annual growth of our salaries bill in the 
five-year period—occasioned by the then 
continuing inflation in the nation’s economy. 

It therefore now seems to us advisable to 
raise the annual appropriation from pub- 
lished profits from £85,750 to £130,000. 


Approval of the Proprietors is also sought 
for a transfer of £100,000 to Contingencies 
Account. ‘There will then be left the sum 
of £205,632 to be carried forward in Profit 
and Loss Account—an increase of over 
£8,000 on the previous balance. 


Balance Sheet 


The strength of the Balance Sheet is 


self-evident, and there is special cause for 
satisfaction in some of its features this year. 


Notes in Circulation have risen by some 
£279,000 to £14,140,000. Deposits at 
£88,624,000 show a very good increase of 
over £7 million, equivalent to 8.75 per cent. 
Acceptances etc. on behalf: of customers 
are also up by £617,000 to £3,151,000. 


Liquid assets, consisting of cash, cheques, 
short money and Treasury bills aggregate 
over £36,107,000, and represent a ratio of 
35.13 per cent. to the total of Deposits 
and Notes in Circulation. Investments in 
British Government securities, all of which 
are redeemable at fixed dates, are as formerly 
entered below cost and under redemption 
value. ‘Their market value on 30th Septem- 
ber last was in excess of book value which, 
at just over £34 million is £5 million less 
than on the corresponding date last year. 
Broadly speaking, this is a consequence of 
the increased extent to which our resources 
are now employed in Advances, which have 
risen to £32,348,000—a gratifying and well- 
spread increase on the year of over {£6 
million or 23.5 per cent. While personal 
borrowings by customers have contributed 
their quota to this expansion, the major part 
is related to the fresh requirements of in- 
dustrial, commercial, and agricultural cus- 
tomers. At the level shown, the total of 
advances is considerably below the peak 
figure reached two months earlier. In our 
experience, such contraction is not unusual 
at this season, although a year ago a reverse 
trend was apparent. 


Our bank premises and other property, as 
written down, appear in the Balance Sheet 
at £1,050,000, disclosing a modest rise of 
some £14,000. In comparison with the 
1958 figures, the total of our resources is up 
by £8,307,000 at well over £110 million— 
a record achievement in the Bank’s long 
history. 


These excellent figures speak for them- 
selves, and I would take this opportunity to 
express the very sincere thanks of the Board 
to Mr. Anderson, our General Manager, 
the other Officials, and the entire Staff of 
the Bank for their highly efficient services. 


XXVI1 

















ils ice 








2 OS AR Ae RN Oi 


a ee a nal 


FIM Es be Oi a 








THE ENGLISH, SCOTTISH AND 
AUSTRALIAN BANK 





Satisfactory Outcome of Operations 





HE 67th annual general meeting of 

The English, Scottish and Australian 

Bank Limited was held on November 
11 in London, the Hon. David F. Brand 
(the Chairman) presiding. 

The following is an extract from his 
circulated statement: 

The Australian economy in 1958-59 con- 
tinued to show the steady rate of expansion 
which it has evinced over recent years. 
Twelve months ago the economic outlook 
was not very promising in the light of 
falling world prices for many items of 
Australia’s production, but, in the result, 
the operations of the year can be reported 
with some satisfaction. A particular and 
welcome feature had been the high volume 
of capital sent from overseas for investment 
in Australia. 

The estimates show that the net inflow 
of overseas capital during 1958-59 was 
nearly £A177 millions compared with 
£A136 millions in 1957-58. Of these totals, 
private capital represented about {A145 
millions in 1958-59 and £A122 millions in 
1957-58: £A32 millions and £A14 millions 
respectively, were proceeds of loans raised 
abroad on official account. 

The high level of private capital receipts 
may be attributed to increasing realization 
on the part of investors outside Aus- 
tralia, both private and institutional, of the 
industrial and commercial development that 
has already occurred there and of the 
potential for further growth. Increasing 
population, together with more intense ex- 
ploitation and new discoveries of natural 
resources, give firm promise of continuing 
development. ‘The figures reflect also the 
success which has been achieved by Govern- 
mental and other policies directed towards 
encouragement of investment from overseas. 

The principal changes from last year to 
be observed in the Bank’s balance sheet are 
an increase of nearly £5 millions in De- 
posits, Current Accounts, etc., and a fall of 
over {£2 millions in the Special Account 
with the Commonwealth Bank of Australia. 
These additional resources have allowed us 
to increase our Advances to customers by 
over £1 million, our investments in British 
and Australian Government securities by 
£4 millions, and our cash in hand, balances 
due from other banks and money at call 
and short notice by £3 millions, the balance 
being offset by a compensating reduction 


in the combined figures for cheques in 
course of collection and bills receivable in 
hand and remittances in transit. 


Subsidiary’s Gratifying Progress 

In the Consolidated Balance Sheet I 
draw your attention to the rise in the out- 
standing balances under hire-purchase 
agreements to over £124 millions. ‘This is 
a measure of the progress made by the 
subsidiary, Esanda Limited, and is reflected 
on the other side of the Consolidated 
Balance Sheet by an increase to over £10 
millions in that company’s borrowings from 
the public by issues of Debenture Stock 
and Unsecured Notes. By reason of in- 
creasing competition in Australia between 
hire-purchase finance companies and be- 
cause of special taxes imposed on their 
operations by certain State Governments, 
the rate of profitability on this type of 
business has declined somewhat. Never- 
theless, I feel the results of the company’s 
operations are satisfactory and the growth 
of that section of the business has been 
gratifying when it is recalled that slightly 
less than six years have passed since it was 
started as a department of the Bank. 

The Consolidated Profit and Loss 
Account shows the profit dealt with in the 
books of the Bank at £333,227 and a further 
£81,766 of subsidiaries’ profits retained in 
their accounts. The Group profit for the 
year is, therefore, £414,993, and appro- 
priations have been made of £45,000 for 
the Officers’ Provident Fund and £122,500 
in payment on May 30 last of an interim 
dividend of 4 per cent., less tax, on the 
Bank’s paid-up capital. 

The Directors recommend the payment 
of a final dividend of 5 per cent., less tax, 
to cost £153,125. If this recommendation 
is approved there will remain £94,368 of 
Group profit to be carried forward which, 
with the amounts brought forward from 
last year, will make a total of £904,344. 
Of this sum, £506,097 will be in the Bank’s 
account and the balance of £398,247 in the 
books of the subsidiaries. 

Having regard to the difficulty of in- 
creasing revenue to meet the continuing 
higher costs of operation, I believe we may 
regard the year’s results as reasonably 
satisfactory. 

The report and accounts were adopted. 
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HE 24th annual general meeting of 
The Astley Industrial Trust Ltd., was 
held on November 3 in Manchester, 

Col. Sir Stanley Bell, O.B.E., J.P. (the 

Chairman), presiding. 

In the course of his circulated statement, 
the Chairman said: 

The year under review has been emi- 
nently satisfactory and the co-operation of 
the District Bank in the development of 
the operations of the Company has been of 
the greatest value. Business has continued 
to expand, credit facilities have been more 
fully available at cheaper rates, with the 
resultant increase in turnover and profits. 


Rootes Acceptances Limited 


Addressing the meeting, the Chairman, in 
the course of his supplementary report, said: 


In the first half of October, 1959, we 
negotiated the purchase of the whole of the 
£740,000 Issued Ordinary capital of Rootes 
Acceptances Limited, which company has 
been operated by Rootes Motors Limited 
for many years to provide hire-purchase 
facilities to dealers of the Rootes Group, 
which manufacture Hillman, Humber, Sun- 
beam, and Singer cars and Karrier and 
Commer vehicles. ‘The purchase price of 
£3,500,000 was satisfied by £3,000,000 in 
cash and 307,700 fully paid Ordinary Shares 
in the Company. These shares will qualify 
for the capitalization issue to be proposed at 
to-day’s extraordinary annual general meet- 
ing, but not for the dividend for the year 
ended June 30, 1959. Your Directors 
consider the terms of the acquisition to be 
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very satisfactory. Rootes Acceptances 
Limited will continue as a separate entity 
to provide special hire-purchase facilities 
for the Rootes Group. 


Rights Issue 


After commenting on the capitalization 
issue, the Chairman continued: 


The purchase of the Ordinary Share 
capital of Rootes Acceptances Limited was 
accomplished with the active support and 
assistance of District Bank Limited, who 
are not only our Bankers but large share- 
holders as well. It is, however, the belief 
of your Directors that the cost of these 
shares should be substantially borne by the 
permanent capital of the Company and part 
of the temporary bank borrowings repaid. 
Members will recall that £800,000 of 
Preference capital was recently issued and 
your Directors, after consultation with 
Messrs. Robert Benson, Lonsdale & Co. 
Limited, who will underwrite the issue, 
have decided that further Ordinary capital 
should be raised by a Rights Issue. This 
will be in the form of an offer of 1,983,850 
Ordinary Shares of 5s. each at the price of 
22s. 6d. per share to the members for sub- 
scription in the proportion of one new 
Ordinary Share for every two 5s. Ordinary 
Shares held at the close of business on 
October 20, 1959. 


The report and accounts were adopted 
and at the subsequent extraordinary general 
meeting the proposed increase of capital 
and scrip issue were approved. 


ECONOMICS AND FINANCE 


HOUBLON-NORMAN AWARDS 


THE TRUSTEES OF THE HOUBLON-NORMAN FUND invite applications for 
FELLOWSHIPS or GRANTS in aid of RESEARCH into the working of industry and 
finance in Great Britain and elsewhere and the economic conditions affecting them. 

FELLOWSHIPS, which are intended for experienced research workers, are awarded 
for full-time research for one year, which may be renewed for a second year. GRANTS 
are awarded for either full-time or part-time work. The amount of the awards, which 
will take effect from the Ist October, 1960, will depend upon the circumstances of the 


candidate and the probable expenses of his work. 

Applicants must be British subjects normally resident in the United Kingdom. The Trustees are 
prepared to relax this rule only in exceptional circumstances. 

Forms of application, which may be obtained from the Secretary of the Fund, c/o the Bank of 
England, London, E.C.2, should be returned not later than the Ist March next. 
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Morgan Guaranty Trust Company 


OF NEW YORE 


London Office 
33 LOMBARD STREET, E.C.3 


INTERNATIONAL BANKING 


NEW YORK EUROPEAN OFFICES 
Principal Offices PARIS: 14 Place Vendéme 
140 Broadway, 23 Wall Street © BRUSSELS: 27 Avenue des Arts 


Incorporated with limited liability in the State of New York, U.S.A. 











An appointment 
you will value ! 


Time spent in arranging your insurances to your best 
advantage is time WELL spent! . 

In your own interests you should make sure, before it 
is too late, that you have the complete insurance 
protection you need. 

Our advice on all classes of insurance, based on over 
100 years experience, is readily at i 

your disposal. 

Why not make an appointment 
with us today ? 


Head Offices: 


1 North John St., | 24/28 Lombard St., 
LIVERPOOL, 2 LONDON, E.C.3 

















“‘ For peace of mind I advise you to put that money | 
in the Burnley Building Soctety”’ 
Chairman: Sir John H. Grey, J.P. 
General Manager: J. Butterworth, F.C.I.S., F.B.S. 











Established 1912 
Head Office: Medellin, Colombia, South America 
with 49 Branch Offices in Colombia 


Cable address for all o ffices—Bancoquia 


Reliable and responsible commercial and finan- 
cial information supplied by the Banco Comercial 
Antioqueno is supported by our 47 years’ expe- 
rience in growing with Colombia, and the com- 
plete facilities of our 50 offices located in every 
important commercial market of the country. 














We invite your inquiries. 
Antonio Derka, General Manager 
Capital paid-up : $30,000,000 — Pesos Colombian. 


Legal reserves . $33,000,000 — Pesos. Colombian. 
Other reserves - $ 8,600,000 — Pesos Colombian. — 























